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e Can You Trust Your Hunches? Next time it comes to you— 
seemingly out of the blue—that a certain course of action or 
decision is right, don’t dismiss the idea as a mere hunch, not to 
be seriously heeded. For, as EucENE Raupsepp ably argues 
in this month’s opening feature, our intuitive “feelings” are 
often based on observations (however random and unsorted) 
that have something valid—and valuable—to tell us about 
the question at hand. 


Growing Pains. Whereas man lacks coordination in infancy 
and develops it with growth, his organizations for the most 
part follow just the opposite course. And even those that don’t 
grow larger often become more complex, with the same inevita- 
ble loss of cohesiveness and strength. In The Neglected Art of 
Management Coordination (page 24), NATHANIEL STEWART 
discusses vitally important means of restoring and maintaining 
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Inside the Annual Meeting. The fact that management puts a 
high premium on stockholder loyalty—and is willing to go to 
considerable trouble to retain it—is reflected in the care and 
showmanship that are going into today’s annual meetings. 
VERNE BURNETT’s article on page 10 presents a broad review 
of current practices, with emphasis on some of the special fea- 
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The Role of Intuition 


in Executive Decision-Making 


™ Eugene Raudsepp 


Deutsch & Shea, Inc. 
New York City 


Inrurrion HAs FALLEN ON BAD Days. There was a time when 
it was considered a special, precious mental faculty—a direct pipe- 
line to the essence of truth. Now, however, the pendulum has 
swung the other way, and intuition is scorned as a prescientific 
concept with no validity and certainly no place in the hard-headed 
world of business. If we think of it at all, it is probably in the form 
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of “woman’s intuition”—a term we usually use to cover our annoy- 
ance at quick and rash judgments where the logic involved is either 
opaque or nonexistent. 

And yet, for the executive whose job consists primarily of making 
decisions, intuition is a vital and indispensable asset. Despite the 
profusion of quantitative techniques for decision-making, all of 
them utilizing the “scientific” method in some degree—despite even 
the growing use of computers, which some see as our best hope for 
making decisions automatic and error-proof —decision-making is not 
now, and never can be, a completely objective and rational activity. 
As long as human beings are concerned in the functions of business, 
the judgments and decisions of management must take into account 
the intangible and largely intuitively conceived data concerning their 
needs, purposes, and values. 


THE CASE FOR HUNCHES 


Naturally, any effective business decision must take into account 
all the factors that are amenable to logical or quantitative evalua- 
tion. But in almost any problem situation in business, there are 
also powerful human considerations that are incommensurable. 
These incommensurables are an intertwining tangle of the values, 
aspirations, skills, needs, fears, and hopes of the decision-maker, as 
well as the trained understanding and the mass of accumulated 
experience that determine his orientation to life at any point he is 
called upon to make a decision. They usually exert more of a 
determining influence on the alternative he finally chooses than any 
aspects of the problem situation that yield to analysis or quantifica- 
tion. 

As Irving Langmuir has put it: “In the complicated situations of 
life, we have to solve numerous problems and make many decisions. 
It is absurd to think that reason should be our guide in all cases. 
Reason is too slow and too difficult. We do not have the necessary 
data or we cannot simplify our problems sufficiently to apply the 
methods of reasoning. What then must we do? Why not do what 
the human race has always done—use the abilities we have—our 
common sense, judgment, and experience. We underrate the im- 
portance of intuition.” 

What is sometimes overlooked by proponents of quantitative 
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methods of problem-solving is that the raw materials of intuition 
are every bit as valid as any data that can be fed into a computer. 
The accumulated observations, experiences, knowledge, impressions, 
and beliefs of the executive may not be available in precise, well- 
ordered form, but their presence in the unconscious mind forms a 
storehouse of valid and meaningful information—the stuff of which 
intuitions are made. 

No one in our technological and scientific era would deny, of 
course, that there is a constant need to give the highest degree of 
precision possible to our decision-making processes. We should strive 
for accuracy in observation, integrity in perception, dismissal of 
vague and wholesale generalities, and dispassionate honesty and 
openmindedness in weighing our facts. We should also continue 
increasing the scope and perfection of our quantitative techniques 
of analysis. At the same time, however, we should remember that 
they are just some of the tools of the decision-making process. Let 
us heed the wise words of Aristotle: “Every situation has its own 
degree of certainty, and a well-trained man accepts that degree and 
does not look for a greater one.” 


WHAT IS INTUITION? 


Intuition is perhaps one of the most indefinite and ambiguous 
terms that has been invented to designate a mental process. It has 
been used loosely and interchangeably with such terms and concepts 
as “hunch,” “insight,” “perception,” “common sense,” “revela- 
tion,” “inspiration,” “stroke of genius,” “instinct,” and many others. 
Partly because of the ambiguity of the term, partly because of past 
claims that intuition is a special, supernatural faculty, and partly 
because of a natural inclination to prefer a logically defensible deci- 
sion to an apparently illogical one, the concept of intuition is alien 
to the modern scientific temper. As the contemporary philosopher, 
W. T. Stace, points out, “People can claim, and do claim, that any 
absurd idea, which they cherish and cannot rationally justify, is an 
intuition.” 

Professor Stace, however, adds a remark that is equally true, but 
less widely recognized: “But a thing does not in itself become 
objectionable because it is capable of being abused. We must try 
to avoid the abuses, but not discard the thing which is abused.” 
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We cannot sever or renounce this vital lifeline; instead, we must 
try to make the concept of intuition more definite by freeing it from 
the taint of undesirable connotations, by giving it an operational 
definition, and by demonstrating how it operates in executive de- 
cision-making. 

To begin with, let us recognize that some of the modern world’s 
most respected thinkers acknowledge that intuition underlies all 
logical thought, as it does all creative work. Consider, for example, 
these statements: 


Albert Einstein: “I believe in intuition and inspiration . . . At 
times I feel certain I am right while not knowing the reason . . 
Imagination is more important than knowledge. For knowledge is 
limited, whereas imagination embraces the entire world, stimulat- 
ing progress, giving birth to evolution. It is, strictly speaking, a 
real factor in scientific research.” 

Contemporary philosopher Susanne K. Langer: “Intuition is the 
basic process of all understanding, just as operative in discursive 
thought as in clear sense perception and immediate judgment. 
Intuition is, moreover, the beginning and end of logic; all dis- 
cursive reasoning would be frustrated without it.” 

French philosopher Bosanquet: “Intuition is the foundation of all 
processes of reasoning; it illuminates their birth, it directs their 
development . . . Intuition and reasoning interpenetrate; intuition 
makes the beginning, deduction carries on the work, but they are 
always in collaboration.” 

Contemporary philosopher Guggenheimer: “It is this force of in- 
tuition, permitting a man to think his way vitally into the true 
current of life-unfolding instead of analyzing it fallaciously in 
terms of static word symbols, that allows intelligence to correct 
those bad habits which are so paralyzing to creative speculation.” 
Contemporary philosopher Jacques Maritain: “Already in the 
domain of speculative knowledge, science, and philosophy, intuitive 
reason is fundamentally at work: any demonstration finally resolves 
into first principles which are not demonstrated, but seen; and any 
discovery which really reveals a new aspect of being is born in a 
flash of intuitivity before being discursively tested and justified.” 
Contemporary mathematician Jacques Hadamard: “Strictly speak- 
ing, there is hardly any completely logical discovery. Some inter- 
vention of intuition issuing from the unconscious is necessary at 
least to initiate the logical work.” 


Although, as may be gathered from these excerpts, any definition 
of intuition is almost certain to lack in comprehensiveness and pre- 
cision, it can be “operationally” defined as the capacity to arrive at 
conclusions or to make correct decisions and judgments without 
consciously formulating all the premises, or without a full con- 
scious awareness of the reasons for the decision or judgment. It 
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is a form of reasoning where the weighing and balancing of evi- 
dence is carried on unconsciously. 


HOW INTUITION WORKS 


An intuitive decision is preceded, as a rule, by intense thought. 
Indeed, it is difficult to think of an effective intuitive decision that 
was not the result of concentration and prolonged reflection about 
the problem situation. The intuitive conclusions or decisions of a 
successful executive spring from accumulated experiences, deeply 
reasoned and pondered upon. The more thoroughly the executive 
has grasped the total continuity of the past with the present, the 
better he apprehends that which should follow. 

We all have had the experience of grappling unsuccessfully 
with a problem for some time, then, without warning, having the 
answer pop into our mind while we are preoccupied with some- 
thing entirely different. Similarly, we may unexpectedly find an 
insight into the motives, moods, or needs of a friend or acquaintance 
whose behavior had been a puzzle to us, without the benefit of 
immediate conscious reasoning. The “feel” of an environment we 
perhaps inhabited for quite some time, but never quite understood, 
may come to us unerringly often when we are about to leave it. 
College students know to their great disappointment that the right 
answer to an examination question has the habit of appearing long 
after the agony has been forgotten. Likewise, a repartee to a teasing 
or insulting remark, the correct line of argument in a debate, the 
way out of a quandary, the correct word to express an idea, a fill-in 
in a crossword puzzle, the name of a person or place we visited 
years ago—all these and many others may not be available, even 
after a deliberate, concentrated, and prolonged conscious effort, 
but may reveal themselves without portents after we are no longer 
consciously preoccupied with them. 

Many successful businessmen often owe their success to their 
uncanny ability to handle large amounts of data, facts, and infor- 
mation with lightning speed, and mostly unconsciously. Some 
scientists can tackle a towering mass of complex abstractions and 
data and emerge with a vital new theory with what has been called 
a “sudden intuitive leap.” Inventors have become overpowered by 
an idea for a new invention that carried with it the compelling 
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power of conviction and enabled them to withstand discouragement, 
ridicule, and the unbelief of their associates. 

All this indicates that an activity, which for want of a better 
term could be called unconscious thinking, goes on below the 
threshold of conscious awareness, and often presents us with a 
solution or judgment in the form of a sudden intuitive hunch. 


PROOF OF THE PUDDING 


There is no foolproof way to tell whether a hunch is valid or 
not until it has been acted upon and tested in actual practice. There 
are, however, some subjective clues that have been used by execu- 
tives who believe in the trained intuitive hunch. They know, for 
example, that one of the characteristics of a valid intuitive decision 
is the keen sense of value that adheres to it. It arrives brimming 
with positive feeling and a sense of certainty that the decision is 
the right one. These executives are sure, at the moment the hunch 
occurs, that they have grasped the central core of their problem 
and have found the best alternative for action. Doubt and uncer- 
tainty about the validity of the decision may occur later, but an 
executive who trusts his intuitive judgments seldom abandons them 
because of later doubts. 

An intuitive decision is also frequently accompanied by a sense 
of compulsion that urges the executive to do something about it 
immediately. It recurrently invades his consciousness and frequently 
turns his thoughts in the direction of finding complementary infor- 
mation or data to support or clarify his decision. When engaged 
in some other activity, he often gets distracted in his task and feels 
compelled to return to the implementation of his intuitive decision, 
even though the time or occasion for considering it is not propitious. 
The intuitive decision thus sometimes has the earmarks of com- 
pulsion about it—and it is usually wise to heed this compulsion. 


WHERE QUANTITATIVE TECHNIQUES FAIL 


Excessive reliance on quantitative techniques in business de- 
cision-making is fraught with many pitfalls. Here are some of 
them: 

1. Most important business problems are an inextricable mixture 

(Continued on page 73) 


APRIL, 1960 


ANNUAL 
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Stockholder Relations 
A REVIEW OF COMPANY PRACTICES 


a Verne Burnett 


Editor, Public Relations Journal 


MEETINGS are big affairs for most 
publicly owned companies. America’s largest corporate 
enterprise, the $20 billion American Telephone and 
Telegraph Company, last year accommodated an 
audience estimated conservatively at 12,000  stock- 
holders. Standard Oil Company (New Jersey) has 
had about 4,000 shareholders present at its meetings 
for several years. More than 1,700 investors attended 
the General Electric meeting in Cleveland last year, 
and Charles Pfizer & Co. welcomed a record 1,400 to 
its 1959 meeting. In fact, most companies, large and 
small, find that their meetings are growing in size 
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each year. Twenty large companies that release attendance informa- 
tion estimate that the number of stockholders at their meetings 
grows by about 20 per cent each year. 

What accounts for the vastly increasing popularity of stockholder 
meetings? Several factors have made their contributions. First of all, 
of course, the number of stockholders has grown substantially in 
recent years. Second, investors have become knowledgeable and 
more interested in the companies in which they own a share. And 
third, management, realizing the value of good stockholder relations, 
is encouraging participation in stockholder meetings by holding them 
at more convenient times and places, providing transportation and 
lunches, and doing more to make their meetings interesting, informa- 
tive, and worth attending. 


FROM DUTY TO NECESSITY 


Until the 1930's, most publicly owned companies regarded the 
stockholders’ meeting as a mere formality to carry out provisions in 
the law. Managements usually considered these annual meetings a 
waste of executive time; they had proxies representing a majority of 
the stock to back up whatever they felt they needed. Meetings, often 


so small that they could be held in the board room, were attended 
by several company executives, an “outside” director or two, and 
perhaps a few friendly stockholders with time on their hands. 
Small stockholders and employees who owned shares seldom showed 
up; they weren’t urged to attend, and there didn’t seem to be any- 
thing they could contribute. . 

Numerous meetings took place at the site of the company’s prin- 
cipal plant or office—often a remote location difficult for stock- 
holders to reach. Others were held in the state in which the com- 
pany was incorporated, even though its main operations took place 
in other states. It didn’t matter much, because so few stockholders 
seemed to care to attend anyway—even when meetings were held 
in a city as populous as New York. 

Following Black Friday in 1929 and the subsequent depression, 
a ferment of discontent began to stir up in many fields, including 
stockholder relations. Vocal leaders of dissatisfied stockholder groups 
began to attend annual meetings in an organized manner. But even 
before this, various business and industrial leaders were awakening 
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to the desirability—in fact, the necessity—of better human rela- 
tions on all fronts affecting their organizations and the free enter- 
prise system generally. Public relations, then scarcely known or 
understood as an organized activity, was called upon to assist in 
building good will with the general public and various special pub- 
lics. One of these publics, of course, was the stockholders. 

The stockholder programs that began to appear included several 
innovations: better handling of stockholder correspondence, release 
of appropriate financial news, informative and readable annual and 
interim reports—and the planning of stockholder meetings that 
would be well attended, informative, and even newsworthy. 


NURTURING GOOD RELATIONS 


What brought about these changes? To be sure, managements 
recognized the pressures of politics, legislation, and federal and state 
regulatory agencies. They had encountered some critical comments, 
both at meetings and accompanying returned proxy forms. But more 
important were the benefits to be gained from achieving better stock- 
holder relations. 

Even 20 to 30 years ago, some far-sighted managements en- 
visioned the not-too-remote day when their organizations’ sales would 
multiply by 100 to 1,000 per cent or more. Where does money for 
expansion come from? Individual stockholders can contribute a great 
deal of it. To interest them, a company needs progressive manage- 
ment, good products or services, strong growth potentials, and a 
wisely balanced policy concerning dividends and financing internally 
from earnings. But something more is necessary. 

The form and spirit of the annual meeting offers one of the keys. 
If investors become familiar with facts about a successful company, 
if they admire and like its management, if they feel that they are 
given fair and friendly consideration, they will respond favorably. 
They are likely to buy more of the company’s stock and recommend 
it to their friends. 

But individual investors do much more than help provide needed 
capital. They buy and recommend their company’s products or 
services. To cite just one instance, General Foods Corporation, a 
pioneer in developing excellent stockholder relations, made a survey 
on this point and found that the company’s stockholders bought large 
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quantities of GF brands—far more than the average non-stockholder. 
They also recommended the brands to neighbors and relatives, and 
they often exerted their influence on retail food stores to make sure 
the products (especially new ones) were well stocked and promin- 
ently displayed. 

Stockholder meetings can also affect employee relations. Many a 
management nowadays urges shareholding employees to attend the 
annual meeting on company time. Employee stockholders usually 
are quite avid for information, and they are often vociferous in their 
support of management when criticisms occur in the discussion 
period. More importantly, this exposure also contributes to their 
understanding of the over-all problems of management. 

Good stockholder relations, in which the annual meeting plays 
such a significant role, also go far to avert proxy fights, which can 
cost a great deal of money, consume a huge amount of executive 
time, and harm a company’s reputation with investors and cus- 
tomers. 

Finally, the company becomes better known and understood, since 
financial editors, writers, analysts, brokers, and bankers frequently 
attend the meetings, or at least get reports of the proceedings. 


MANY SHAPES AND FORMS 


Stockholder meetings take many forms. At one extreme are the 
companies that have introduced spectacular elements into their 
annual meetings. At the other extreme are the companies that con- 
sider it wasteful to spend money or time introducing any showman- 
ship into the yearly event—those that want to keep the whole thing 
just a formality. Between these extremes are the hundreds of man- 
agements that do not go in for the spectacular, but want to go far 
enough to insure that their meetings are interesting, constructive, 
and a positive force for good stockholder relations. 

There is little doubt that the pendulum is swinging toward more 
spectacular types of meetings, with more companies every year 
planning graphic and entertaining ways of getting their story across 
to their shareholders. 

The quantity and quality of food served to shareholders provides 
a good illustration of the increasing elaborateness of stockholder 
meetings. In earlier days, a few managements started to serve coffee 
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and doughnuts or sandwiches to their guests. They found that this 
practice cost little, yet created a more congenial atmosphere. Today, 
many of the “snacks” or luncheons served have become elegant and 
expensive, and a cost of $4.00 per guest is not too uncommon. 
Occasionally the cost zooms even higher; an airline, for example, 
has served its stockholders boned squab, wild rice, and all the trim- 
mings—plus cigars for the men and orchids ‘for the women. 

When meetings are held at the company’s plant, the cafeteria 
often supplies the refreshments. In hotels, where an increasing num- 
ber of meetings are conducted, the kitchen can prepare lunches of 
any desired elaborateness. Many companies utilize the services of a 
professional caterer to handle the food portion of the program. 

Incidentally, alcoholic beverages have almost never been provided 
for guests at an annual meeting. One company did experiment with 
serving liquor during the lunch period, which was followed by a 
continuation of the business meeting. At the following year’s meet- 
ing, the beverages served were coffee, tea, and milk. 


ON WITH THE SHOW 


Probably the most important change in stockholder meetings is 
the way information is presented. Dry, perfunctory president’s re- 
ports are becoming a thing of the past, as more and more com- 
panies turn to exhibits and modern technical devices to help tell 
their story. Exhibits of company products, enlarged photographs, 
color projections, and motion picture films illustrating company 
activities have become fairly commonplace at stockholder meetings. 

In recent years, Standard Oil Company (New Jersey), for ex- 
ample, has utilized exhibits and films on such subjects as production, 
transportation, marketing, and research. Company publications are 
also made available. Firms that depend on science and research for 
their progress have found these natural subjects for exhibits. The 
chemical and pharmaceutical firm of Charles Pfizer & Co., in addi- 
tion to showing films on scientific topics and providing a motion 
picture “tour” of the company’s global operations, has frequently set 
up exhibits attended by company technicians. In one, for example, a 
laboratory rat who had been used in testing the effects of new 
mental drugs scampered around a plastic cage, pressing a lever to 
obtain food whenever a green light flashed. Merck & Co., Inc., also 
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prominent in the chemicals and drugs fields, exhibited a test monkey 
to show the effects of a new drug and demonstrated the efficacy of 
a plant-growth stimulant by displaying treated and untreated plants 
side by side. The Chesapeake and Ohio railroad introduced attend- 
ing shareholders to a new box car at one annual meeting, and the 
White Motor Company offered new-model trucks in which stock- 
holders could take 2 ride. 


Technical Devices and Services 


To assist management in its attempts to add color and interest to 
annual meetings, a wide variety of technical devices and services 
are available. In addition to the photographs, slides, and motion 
pictures already mentioned, many managements use public address 
systems—and, for larger meetings, microphones for the convenience 
of stockholders who want to speak or ask a question. New methods 
of group communications—frequently originating in sales meetings, 
where showmanship has held sway for many years—are increasingly 
utilized for stockholder meetings. There are even firms that specialize 
in preparing films, charts, slides, and drawings, and providing such 
audio and visual aids as movie screens, projectors, spotlights, knock- 


down stages, and prompting devices for speakers. 


Radio and Television 


Probably the most spectacular new development in annual meet- 
ings is the use of radio and closed-circuit television to reach stock- 
holders who might otherwise be unable to attend. 

Pillsbury Mills pioneered in the broadcasting of annual meetings 
when it recorded the high spots of one of its annual meetings at 
Minneapolis and transmitted them to the Minnesota area by radio. 
Recordings were made available nationally to college schools of 
business administration, stock exchanges, and other outlets. 

Since that time other companies have made use of the airwaves 
in connection with annual meetings. General Electric has used 
television at its tremendous meetings so that overflow crowds can 
see and hear what is going on. The company has also used radio 
to summarize a meeting for a general public audience. 

One company making extensive use of the technique has been the 
American Machine and Foundry Company. In 1957, AMF arranged 
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for intercity closed-circuit television with theater-sized screens so 
it could hold its annual meeting simultaneously in New York City 
and Chicago and accommodate stockowners in the Middle West as 
well as in the East. At Chicago, the board chairman and president 
presided. At New York, the vice chairman was in charge. Two-way 
audio-visual transmission connected the meetings so that share- 
holders in both cities could see what was taking place and put ques- 
tions to the presiding officers at either end of the line. 

In 1959, AMF broadcast highlights of its annual meeting over 
200 stations on the NBC network. The company hoped to reach 
most of its 22,000 stockholders, 12,000 employees, citizens in its 
49 plant communities, and other special publics, as well as part of 
the general public. 

Another outstanding believer in broadcasting for annual meet- 
ings is General Mills. Last October, the company held simultaneous 
meetings in the home office city, Minneapolis, and six other major 
cities: New York, Chicago, Los Angeles, Boston, San Francisco, and 
Buffalo. In all seven cities, stockholder audiences heard the board 
chairman and the president make reports and answer questions, then 
took a TV tour of the company’s new facilities. After the televised 
portion of the program ended, the meetings continued in the various 
cities for further questions and answers. 


MEET ME IN ST. LOUIS 


Most stockholder meetings are held at the company’s plant, at a 
hotel, or at an auditorium hired for the purpose. But when there 
is an association of ideas (and sometimes even where there isn’t), 
meetings are sometimes held at unique spots or under novel con- 
ditions in order to entertain, create an atmosphere, or to exhibit 
some company products or services. American Airlines provides a 
notable example. Its regular annual meeting is held at Wilmington, 
but last year, to accommodate stockholders in the New York City 
area, an additional session was held at the company’s maintenance 
base at the New York International Airport. Some 4,000 flocked to 
the meeting, and special airport coaches supplied transportation to 
those who wanted it. 

One annual meeting took over a big bowling alley, where stock- 
holders were offered a chance to bowl free of charge. Other sites 


THE MANAGEMENT REVIEW 


have included movie theaters, a luxury liner, a circus tent, and 
even a reconstructed snuff mill. 

The first company to introduce the idea of regional meetings on a 
sizable scale was General Mills, since an annual meeting held in 
just one metropolitan center proved inconvenient for the vast ma- 
jority of its stockholders across the nation. When General Mills 
first announced its program of regional meetings, other forward- 
looking companies showed interest, but generally felt that the idea 
would prove impracticable for two reasons: 

1. Since the meetings should be attended by key executives, it 
would take too much of their time away from other duties to journey 
several times each year to the leading metropolitan centers. 

2. Considerable expense would be involved in travel, in renting 
ballrooms at hotels or elsewhere, in promotion of the meetings, and 
perhaps in costs of exhibits, refreshments, and souvenirs. 

But General Mills obviously thought well of regional meetings 
after several years of experience and evaluation, and the company 
continues to use them to reach as many of its stockholders as pos- 
sible. At least 15 corporations (probably many more) now are 
known to hold either regional meetings or annual meetings that 
rotate from one city to another in different years. Westinghouse has 
pioneered in the rotation idea, usually selecting communities in 
which it has important plants where, after the meeting, stockholders 
can inspect the local operations. Sites in recent years have included 
Philadelphia; Baltimore; Pittsburgh; Columbus, O.; Athens, Ga.; 
Sunnyside, Cal.; Cheektowga, N. Y.; Bloomfield, N.J.; and Me- 
tuchen, N.J. 


TRIPS AND TOURS 


Many other companies also find that tours of factories, offices, 
and laboratories are a popular feature of their annual meetings. Last 
year, despite the long bus ride it entailed, more than two-thirds of 
the General Electric stockholders meeting in Cleveland inspected 
company facilities at Nela Park. Harris-Seybold Company stock- 
holders were invited to inspect a company plant following the busi- 
ness meeting recently, and many made the 20-minute motor trip. 
Employee stockholders with their own cars provided transportation 
and acted as tour guides. 
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More than 250 of the 825 shareholders who attended the Central 
National Bank of Cleveland’s annual meeting also visited the bank’s 
main offices and toured its facilities. Worthington Corporation con- 
ducted stockholders through its Harrison, N.J., plant to view newly 
streamlined production facilities, gigantic automatic welding equip- 
ment in action, and a photographic display of the company’s other 
plants and operations. 

Not all trips and tours are strictly business, however. Dravo Cor- 
poration, at Pittsburgh, took shareholders on a river boat ride follow- 
ing one of its annual meetings, and last year the Chesapeake and 
Ohio railroad demonstrated one of its customer attractions by making 
available for stockholders a special weekend sightseeing tour of 
historic and scenic spots. 


MEETINGS AND STOCKHOLDER RELATIONS 


Although the spectacular elements in annual meetings have 
flourished increasingly, some managements still strongly de-empha- 
size the importance and value of such effort and expense. A large 
majority, however, hold an in-between view. They want to do a 
job that will satisfy stockholders, security analysts, and financial 
editors, but they avoid spectacular activities in connection with their 
annual meetings. 

Nevertheless, most managements consider it profitable to hold in- 
teresting, attractive, and informative meetings. They find such meet- 
ings an asset to the company, for investor understanding and good 
will can mean increased sales and earnings, have an effect in re- 
cruiting and retaining personnel, produce favorable comment in 
print, over the air, and by word of mouth, assist in raising additional 
capital, and build ramparts against the danger of proxy fights. 

Moreover, practical reasons aside, most up-to-date managements 
feel that it is their duty and responsibility to keep their stockholders 
well informed, to treat them with friendliness, and to give them the 
fair treatment to which they are entitled. Each management, of 
course, has its own distinctive problems to meet in improving its 
stockholder relations, but surely it is clear that there has been tre- 
mendous progress—and that annual meetings will continue to plav 
an important part in improving the relations between U.S. corpora- 
tions and their many owners. + 
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Hfter the ball 
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. many managements wonder uneasily whether 
their annual meeting really achieved all they had 
hoped for. Here's a list of features that can add much 
to a stockholder meeting—but can also defeat their 
own purpose if they are overdone or given a once- 
over too lightly . . . 


Provide transportation when the meeting is held 
in an out-of-the-way place. 


\ 
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Simple refreshments assist in establishing 
a congenial atmosphere for the meeting. 


Utilize the latest technical devices to tell the company’s story. 
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n opportunity to meet members of management. 
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Simple refreshments assist in establishing 
a congenial atmosphere for the meeting. 


Utilize the latest technical devices to tell the company’s story. 
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opportunity to meet members of management. 


/ 
Give stockholders on 


Management should be prepared 
to answer all stockholders’ questions. 


Closed-circuit TV can be used to bring the meeting 
to those who would otherwise be unable to attend. 
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New or useful company 
products make attractive 
and appropriate souvenirs 
for stockholders. 


Arrange a tour of company 
facilities to stimulate stockholder interest. 


@ Drawincs BY AL HoRMEL 
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The Neglected Art of 


MANAGEMENT 
COORDINATION 


Nathaniel Stewart 


Deputy Chief, Training Branch 
Public Administration Division 
International Cooperation Administration 


4, TEST of a company’s executive leadership is 
often the effectiveness of coordination attained at all 
levels in the organization. However important other 
attributes may be, they often fade into the background 
if the coordinative skill is missing from the executive's 
portfolio of managerial abilities. 

There is now considerable concern in management 
circles that, for lack of due emphasis, coordination is 
a neglected and declining art. Among other influences, 
the growth and complexity of organizations and the 
mushrooming of executive assistants, aides, committees, 
and liaison officials have had the effect of inducing the 
executive to assume that these agents will look after 
the coordination function. This often leads to over- 
looking the individual responsibility of the manager 
for achieving coordination. Perhaps integrated data- 
processing systems and operations-research activities 
have also contributed to this situation by conveying the 
impression that “feedback” can be attained electron- 
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ically or mathematically, with individualized human 
effort only incidental. 

To restore coordination to its rightful and signifi- 
cant place in the job of the executive and in the opera- 
tion of the business enterprise, management must: 

e Comprehend what coordination is and why it is 

so vital 

Recognize the attributes of a good coordinator 
Know how coordination can best be attained 
within the organization 

Use time-tested principles and practices of good 
coordination 

e Improve the manager’s competency as a Co- 

ordinator. 

Various efforts have been made to arrive at a defini- 
tion of coordination. At one pole is the view of one 


| 


of the pioneers in scientific management, James Mooney, who main- 
tained that all of organization is, in effect, coordination. At the 
‘other pole are those who contend that—given an organization that 
is well structured, staffed with the right people, and provided with 
adequate control systems—coordination is merely a matter of com- 
munication. Both are obviously extreme and impractical positions. 
Between these two poles there are varying expressions of coordina- 
tion, but all focus on unifying the total effort toward an objective. 


WHAT IS COORDINATION? 


Coordination may be described as the effort to find the winning 
combination from the materials on hand—manpower, physical re- 
sources, functions, activities, specializations, funds, and facilities. 

The effective coordinator is concerned with conserving manpower 
and energy, conserving time, and conserving costs, as from his vant- 
age point he sees the composite functions and operations entrusted 
to him. He realigns and redirects such manpower, energy, time, 
materials, and other factors into more profitable channels—to avoid 
dissipation or dilution of these resources. In short, he consolidates 
ideas, human talent, and facilities into one unified whole moving 
toward management objectives. 

We recognize this as the task of the general manager of a city 
newspaper, who has to blend the activities of the managers of circu- 
lation, news, features, advertising, and other segments of the organi- 
zation. We see it in the role of the military officer who has to attain 
integration of supply lines, engineering, communications, the move- 
ment of troops and their morale, and other factors. It is the familiar 
role of the conductor of a symphony orchestra. It is the daily func- 
tion of the plant foreman, who must attain results through coordi- 
nated utilization of work crews, equipment, schedules, raw materials, 
and supervisory functions. And it is the prime responsibility of the 
vice president of operations, who must unify the efforts of the pro- 
duction, sales, purchasing, traffic, and personnel divisions toward 
the company’s objectives. 

What makes coordination different from “cooperation” is that co- 
ordination involves assessing the quality and quantity of the total 
effort, planning the timing of this effort, and determining whether 
to proceed as is or to make some adaptation or change. And what 
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makes coordination different from “direction” in management is that, 
while the latter requires orders, instructions, regulations, and the 
operating manual, coordination is achieved for the most part through 
consultation and collaboration. 

It is one thing to manage or supervise multiple activities to assure 
that they perform their respective functions. It is another thing to 
integrate these multiple activities so that the combined efforts con- 
verge and lead to the attainment of a company goal with a 
minimum of waste, duplication, dilution, and misunderstanding. 
Effective coordination spells this difference. 


COORDINATING A COMPLEX BUSINESS 


The founding fathers of scientific management recognized co- 
ordination as “the great integrating force” . . . “the creative side of 
organization” . . . “the balance wheel” . . . and “that vital function.” 

In our day, when we are faced with more decentralization, more 
diversification of products, more people in the middle management 
levels, more specializations, and more mechanization, the focus on 
effective coordination in management is particularly crucial. The 
more extended the effort and the more parts in the total effort, the 
greater the need for integrating all toward the attainment of objec- 
tives and the fulfillment of plans. 

Coordination is vital for companies engaged in research and de- 
velopment. There is considerable evidence that the high mortality 
rate of R & D projects is often due to lack of effective coordination. 
The executive dealing with multiple research projects, all of which 
are costly, must determine which to sustain and continue, which to 
curtail, which to redesign and start over again, which to put on the 
shelf for a while, and which to abandon. Such decisions can hardly 
be unilateral. They require an assessment of previous efforts and 
experiences and consultation with the key people involved. A wrong 
decision could deprive the company of a potentially valuable break- 
through or mean the loss of an isolated research project that should 
be integrated with other projects. 

Coordination is important to the sales campaign. Profitable bal- 
ance of standard products and custom-made products, of domestic 
sales and foreign sales, and of old-line items and newly developed 
items requires effective coordination of the total sales effort. 
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Coordination becomes increasingly necessary to organizations 
entering the field of automation. Here there is need for effective 
coordination of process equipment, conditions, and changes in the 
continuous-flow production; the need for teamwork becomes more 
pressing because of the highly integrated system. And, as has been 
observed by Hugh Estes of the General Electric Company, coordina- 
tion is necessary to obtain balanced results from both the manufac- 
turing function and the engineering function. 

Engineering organizations in such fast-paced industries as aircraft, 
chemicals, and electronics find coordination one of the most vital 
functions in the management of their enterprises. Failures in coor- 
dination are costly in human energy and company resources and in 
inability to meet contract deadline dates or the pressures of the 
competitive market. 


SKILLS OF COORDINATION 


A good coordinator is usually marked by certain characteristics. 
The following ten attributes might be called the profile of an effec- 
tive coordinator: 

1. Concern for the five “keeps”: keep it simple, keep it economi- 
cal, keep it balanced, keep it flexible, and keep an eye on capacity 
for improvement and growth. 

2. Articulateness in interpreting for his people new policies, 
plans, and systems that have been adopted—and monitoring the 
extent to which the operations that are under him are being affected 
by these new policies, plans, and systems. 

3. Capacity for communication and persuasion in securing under- 
standing, acceptance, and agreement among his men, and the ca- 
pacity to reconcile conflicts among the units under him. 

4. Ability to overcome subordinates’ grudging, half-hearted ac- 
ceptance of changes, shifts, new viewpoints, and efforts at experi- 
mentation. 

5. Firmness, and even toughness, in insisting that agreed-upon 
action for coordination and integrated effort be followed by all 
parties concerned. 

6. Fostering and developing good supervision at levels in the 
organization for which he is responsible, and giving the supervisors 
plenty of. opportunity to do their own decision-making as delegated. 
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7. A flair for economy, efficiency, and a real concern for cor- 
porate costs. 

8. Respect for the viewpoints of the heads of the functional units 
that are directly affected by or involved in carrying out policies or 
systems. 

9. Sense of timing in bringing his subordinates in at the forma- 
tive stages of planning, and avoiding the error of calling them in 
too late or failing to bring them “behind the scenes” to learn the 
reasons for the proposed action. 

10. Capacity to coach and motivate subordinates, and to incul- 
cate in them a genuine sense of satisfaction derived from achieve- 
ment through coordinated team effort. 


ORGANIZATIONAL PREREQUISITES 


There are five essential prerequisites to the attainment of ef- 
fective coordination in any organization: 

e Well-defined goals and policies, with clear delegations of re- 
sponsibility for results. 
An up-to-date, functional communication system in the man- 
agement ranks. 
A clear understanding of the kinds of coordinative efforts and 
their limitations. 
A personnel management system conducive to good personnel 
relations. 
Alertness in guarding against overfunctionalization and _ its 
hazards. 


Goals and Policies 


Goals should be spelled out clearly to insure understanding as 
they are transmitted from top to middle and on to lower management 
levels. Policies must be well-defined and consistent. Obsolete policies, 
as well as outmoded rules and regulations, must be removed. In- 
flexibility of policies jeopardize the coordinative effort. Moreover, 
for each manager to understand and practice his role as a coordi- 
nator, it is vital that policies and policy changes be transmitted to all 
levels promptly and clearly. Much of the task of coordination in- 
volves interpreting top management’s needs and desires to subordi- 

(Continued on page 77) 
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Getting Ahead 


A survey indicates that “getting ahead” is most often 
interpreted in terms of money.—New’s item. 


Some think success means their name on the door 
Of a suite of offices (twentieth floor). 

They dream of assistants and envious looks 

And being mentioned, perhaps, in books. 


But most aren’t trying to make a splash; 


They say, keep the credit—we'll take the cash. 


To some, success is a sense of mission 
That drives them on to a high position, 
While some are propelled in their master plan 
By the gratitude of their fellow man. 
But most get their urge, not from psyche or thanks, 


But from what is dispensed by the tellers in banks. 


Some yearn to see the triumphant hour 

When at last they are sitting in seats of power; 

There also are men who just like to peer 

Down where they once were and say, “I’m up here.” 
But most think of getting ahead, alas, 


In terms of money. How gauche! How crass! 


For success, I say, is a lofty thing. 


(Do you think my voice has a hollow ring?) 
—RicHARD ARMOUR 
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BUSINESS DIGESTS OF THE MONTH 


A noted management thinker takes a look 
at the challenges that must be met 
in the next ten years... 


A DECADE OF CHANGE: 
MANAGEMENT IN THE 1960'S 


By Peter F. Drucker 


Condensed from Dun’s Review and Modern Industry 


Bn DECADE will be one of con- 
stant change, and the company that 
stands still is likely to find itself in 
trouble. To be ready for 1970, man- 
agement must prepare today for new 
challenges and new opportunities in 
four main areas: 

1. Changes in the American 
workforce and in the management of 
people at work. 

Managerial, professional, and tech- 
nical people are by now the largest 
single group in the American labor 
force. They are also the fastest- 
growing group and may well double 
in number within the next decade. 
Near the end of the 1960's, they 
will account for the bulk of Ameri- 
can business’ wage and salary bill. 
And by 1970, every second young 
man (and every third young woman) 
entering the labor force will have 
been to college and will therefore 
expect to move into this kind of 
work. 


As a result, the cost structure of 
business will become increasingly 
rigid. People who do “knowledge 
work” enjoy generally high stability 
of employment; their numbers seldom 
fluctuate with production volume. 
Thus “labor”’—still considered by 
accountants and economists as a 
variable cost—will become increas- 
ingly a fixed business cost. During 
the 1957-58 recession, this is how 
personnel costs actually behaved. 

Managers will therefore have to 
learn new ways of cost accounting, 
in which, for instance, costing and 
pricing will be based on time periods, 
utilization of capacity, and product 
mix, rather than on “unit costs.” We 
will also need better controls over 
the size of technical, professional, 
and managerial staffs; otherwise, we 
shall run the risk of increasing the 
staff during good times and being 
stuck with unsupportable overhead 
when business turns down. 


Dun’s Review and Modern Industry (December, 1959), © 1959 by Dun & Bradstreet 
Publications Corporation. 
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The manager faces difficult and 
subtle problems regarding the treat- 
ment, pay, and promotional oppor- 
tunities for the knowledge worker. 
Most of these workers are specialists 
concerned with a single field of 
knowledge. They have to work as 
individuals; yet they must also work 
together as a team toward common 
business goals. To be effective, they 
need a manager, just as the manager 
needs their knowledge. 

Despite fears to the contrary, mass 
production and automation greatly 
increase the demand for skilled men. 
But with the shift to knowledge 
work, the supply of skilled workers is 
shrinking. 


Every conceivable approach to 


solving the problem involves sharp 
modification of time-hallowed craft 
jurisdictions, craft skills, and craft 
pride. Any attempt to overcome the 
shortage of skilled workers will, there- 


fore, create serious conflicts with the 
most powerful and most respected 
unions in the labor movement—elec- 
tricians, typographers, machinists, 
and so on. 

2. The increasing tempo of in- 
novation. 

Industrial research expenditures in 
this country are now around $5 bil- 
lion a year—exclusive of defense- 
focused research. Thirty years ago, 
our total industrial research budget 
was well under $100 million. The 
major part of this increase has oc- 
curred in the past five years. In addi- 
tion, industrial research thirty years 
ago was essentially confined to a few 
large companies in a handful of 
highly technical industries; today, no 
industry is without major research 
efforts. The main impact of these 
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changes is still ahead of us—and not 
very far. 

Executives will have to learn how 
to manage innovation. Where should 
innovation efforts be directed? How 
intensive should they be? What 
risks of innovation can a_ business 
afford to take? Which risks must it 
take, even though the odds against 
success may be great? 

3. Marketing. 

Seven out of ten new products fail 
to make the grade. And at the same 
time, the cost of introducing new 
products is climbing steadily. Man- 
agers must learn to apply a marketing 
focus to their work. Most manage- 
ments today are still product- or 
process-focused. They define market- 
ing as “selling what the plant pro- 
duces.” Too few appreciate that the 
plant must also produce what the 
market—especially tomorrow’s mar- 
ket—wants to buy. 

The American market of the 
1960’s is a most promising one. But 
it will also be tricky. High income 
for large numbers means greater 
capacity to buy, but also greater 
capacity to switch preferences and 
change habits. 

4. Financial policy. 

During the next decade, we are 
almost certain to face shortages in 
capital. This will result partly from 
the growing number of families in 
the country and their resulting de- 
mand for all kinds of community 
services—housing, hospitals, roads. 
It will result in part from the tre- 
mendous accumulated replacement 
needs of American industry, and 
from the capital demand arising out 
of innovation. 

At the same time, the control of 
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capital is increasingly concentrated 
in the hands of professional trustees: 
pension funds, mutual or personal 
investment managers, insurance com- 
panies, and so on. Companies will 
have to develop a distinct and mar- 
ketable financial identity of their 
own in order to satisfy the invest- 
ment needs of the _ increasingly 
sophisticated customers in the capi- 
tal market—the professional trustees 
for other people’s money. 

Financial planning will be increas- 
ingly important, in order to insure 
that the financial structure of a busi- 
ness reflects its needs. Management 


must make sure that all capital funds 
are fully utilized, whether they are 
obtained from the outside or from 
retained earnings. 

In dealing with their new tasks, 
the managers of the 1960’s will to a 
large extent employ the same tools 
they are using today. But managers 
will also find, increasingly, that they 
are expected to know, understand, 
and handle new concepts and _ tools 
of management. Perhaps, in this 


decade, the main problem confront- 
ing American management will be 
top management itself: its vision, its 
values, and its competence. @ 


Marketing Research—Who Should Do the Job? 


WHO SHOULD CONDUCT MARKETING SURVEYS—the company’s sales and 
marketing people, or an outside research firm? In a recent issue of Indus- 
trial Marketing, Richard C. Christian suggests some guides to consider 


when making this important decision: 


When should you do it yourself? 


@ When company personnel can do the job, and the company wants to 
save the time and money needed to educate an outside research 


counselor. 


When the problem under study is so complex that the experience 
and industry contacts of company personnel are necessary. 
When the research budget allotted to a project is too small to pay 


for outside research assistance. 


When the study is so confidential that the company wants to keep 
complete control and maintain strict secrecy. 

@ When the survey is of a continuing nature, based on sales goals, 
potentials, and internal marketing records. 


@ When the company wants to utilize its sales trainees to aid the 

research staff as part of their training. 
‘When should you hire a research firm? 

@ When absolute objectivity and unbiased interpretation are required. 

© When immediate information is needed, and the company’s staff is 
tied up with other assignments. 

@ When it is desirable to keep the name of the company confidential. 

@ When the study requires specific skills, experience, or contacts that 
are not available within the company. 

@ When the results, conclusions, and recommendations of an abit 
research firm would carry more weight with top management. 
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BUSINESS been 
frequently accused of “living easy” 
_on the expense account. But so far 
there have been surprisingly few 
studies of what business is actually 
doing in this touchy area. To 
determine current expense account 
practices, the Harvard Business Re- 
view recently questioned several 
thousand executives on the topic. 
Here are the highlights of the study: 

e In general, executives feel that 
a man is entitled to a “basic bundle” 
of services when traveling for the 
company. He should not be required 
to live on a lower scale than he does 
at home, but, on the other hand, he 
should not make money on_ the 
company. 

© The top executive is free to use 
his judgment about his expenses. 
His middle-management contempo- 
rary, however, is frequently told ex- 
actly how much to spend. Similarly, 
top executives are freer from after- 
the-fact control or reporting than 
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Condensed from Harvard Business Review 


men lower on the management lad- 
der. This freedom is viewed as an 
earned privilege—not as a preroga- 
tive. 

¢ When the top executive travels, 
his wife often goes along. This, 
many executives feel, is because busi- 
ness and professional activities are 
becoming more social- and  wife- 
oriented. There are some, on the 
other hand, who see the rise of wife 
travel as a tax dodge. 

Here are some of the specific 
practices of the companies surveyed: 

Travel. The package of travel ex- 
penses includes round-trip transpor- 
tation, room, board, taxis, public 
transportation, tips, and, in most 
cases, business entertainment. The 
company pays for this basic bundle 
for over 95 per cent of the execu- 
tives surveyed. 

One item in the basic bundle is 
not the uniform privilege of all ex- 
ecutives: business entertainment in- 
curred while traveling. The survey 


Harvard Business Review (March-April, 1960), © 1960 by the President 
and Fellows of Harvard College. 
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indicates that 93.4 per cent of 
executives in top management and 
90.7 per cent in upper middle man- 
agement (functional department 
heads) can charge business entertain- 
ment to the company. At the same 
time, only 82.9 per cent of execu- 
tives in lower middle management 
(district managers and assistants to 
functional department heads) and 
80.8 per cent of nonmanagement 
personnel (only 5.2 per cent of the 
businessmen surveyed) can do the 
same. 

Automobile expenses or rentals, 
although not classified as part of the 
basic travel bundle, are paid for some 
89 per cent of all executives report- 
ing. This figure rises to 91.2 per cent 
for executives in top management, 
but falls to 82.3 per cent for execu- 
tives in lower middle management. 

Wives. Of all married executives 


reporting, 65.9 per cent take their 


wives with them—with varying fre- 
quency—on company business trips. 
This, however, is distinctly the pre- 
rogative of the top executive. Of 
married executives in top manage- 
ment, 73.1 per cent are accompanied 
by their wives, while only 56.3 per 
cent in upper middle management, 
46.5 per cent in lower middle man- 
agement, and 35.4 per cent of the 
nonmanagement personnel have the 
same privilege. 

Who foots the bill for the top 
executive's wife? The company usu- 
ally does. Of the top executives 
whose wives travel with them, 47.2 
per cent can use a family plan under 
which the company pays the bulk of 
the wife's expenses. At the same 
time, 44.3 per cent are with com- 
panies that pay the wife’s expenses 
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only when the company has requested 
her to attend the convention or busi- 
ness meeting; 34.6 per cent are with 
companies that pay when she per- 
forms some customer function or 
company service; 23.2 per cent are 
with companies that pay when the 
trip is for purposes of employee re- 
lations; and 12.7 per cent are with 
companies that pay when the execu- 
tive must make a relatively long trip. 
Only 17.1 per cent are with com- 
panies that never pay the wife’s 
expenses. 

Extras. Many other _ business- 
related expenses are reimbursed or 
directly paid for by the company. In 
approximate figures, 85 per cent of 
the companies pay for the executive's 
trip to professional conventions; 77 
per cent for memberships in profes- 
sional or service organizations; 72 
per cent for the cost of business en- 
tertainment at social clubs or or- 
ganizations; 64 per cent for credit 
card items; 38 per cent for business 
entertaining at home; 34 per cent 
for memberships in social clubs or 
organizations; and 31 per cent for 
gifts to business associates, customers, 
and suppliers. 

These figures apply to all execu- 
tives reporting in the survey. To a 
considerable degree, however, the ex- 
ecutive in top management receives 
a larger share of these benefits than 
does the man under him. 

Limits. Only a minority of the ex- 
ecutives reporting in the survey indi- 
cate that their companies explicitly 
limit the amount they can spend on 
the expense account. For example, 
only 6.2 per cent say their com- 
panies place a dollar limit on meals, 
and only 4.4 per cent cite a dollar 
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limit on hotel rooms. Similarly, few 
companies establish ranges of desired 
expenditures—only 12.7 per cent for 
meals, and 13.7 per cent for hotel 
rooms. The majority of executives 
reporting these limits are in sales or 
with the federal government. 

In general, executives are expected 
to be guided by “good sense,” “hon- 
esty,” and “responsibility” when 
spending company money. They are 
supposed to be aware of their duties 
and obligations to the company, and 
know that they will be judged by the 
reasonableness of their’ expenses. 
With this in mind, only 39.3 per 
cent of the companies use some kind 
of yardstick for reasonable executive 
expenses. 

Control. Just as top executives 
are free to spend more than men 
further down in the organizational 
scale, so too are they freer from con- 
trol and checkup after they have 
spent the money. Part of this free- 
dom issues from the fact that they 
are responsible for checking up on 
everyone else; another part results 
from the privileges earned by men of 
status, ability, and responsibility in 
the company. As one executive put 
it, “If a man can be trusted with 
millions of dollars of equipment and 
cash, why not with a few dollars of 
expense money?” 

Of the executives reporting, 58.5 
per cent are required to document 
their expense accounts. For the most 
part, this documentation consists of 
receipted hotel bills and travel stubs. 


As for itemization of expense ac- 
counts, 7 per cent of all executives 
reporting are not required to itemize 
any cf their expenses, while 3 per 
cent need only list the total per day. 
On the other hand: 

@ 12.8 per cent must itemize in 
categories per trip. 

@ 22.5 per cent must itemize in 
general categories on a daily basis. 

© 31.7 per cent must itemize in 
fairly specific categories on a daily 
basis. 

e 23.0 per cent must itemize all 
expenses in detail. 

Top executives, as one might sus- 
pect, are not required to be so exact 
in their company reporting, and 16.2 
per cent of them needn't itemize at 
all. 

The great majority of executives 
reporting on their companies’ account 
policies were pleased with them. 
These policies, they felt, were fair, 
generous, and frequently updated, 
and distasteful reporting tasks were 
unnecessary. But there were some 
reasons for discontent: allowances 
were too small or out of date, the 
expense account involved cumber- 
some control methods that didn’t 
work anyway, and company policy 
lacked definition or direction. 

In sum, executives seem to ap- 
preciate a degree of direction from 
their companies as to how to spend 
on expense accounts—but not too 
much, for they also enjoy the free- 
dom of making the “reasonable” 
decision. 


SIXTY PER CENT of the world’s paper production is consumed in the U.S. 
Two-thirds goes into industrial and commercial uses; only one-third is 


used for writing and printing. 
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PACKAGE DEAL: 


The Consumer 
as Safecracker 


Businessmen whose products are designed for the 
retail market may find food for thought in 

this consumer’s not untypical struggles with 

unopenable packages, jars, bags, bottles, and cans .. - 


By Frederick L. Gwynn 


Condensed from Industrial Design 


MORNING in the bathroom 
I decided to begin a new life by 
reaching for a new toothbrush. It 
came in a glass tube sealed at one 
end with plastic tape. But the tape 
would not peel, and to get through 
it I had to work the nail of my little 
finger back and forth across the 
opening, which began to stretch like 
an acrobat’s net. A final push and 
the tube shot into the bathtub, break- 
ing into twenty-seven pieces of glass 
that did not include the taped end. 
A new life had indeed begun, and a 
new day of struggling with impervi- 
ous, impenetrable packages, boxes, 
jars, bags, bottles, and cans. 
Tearing a clean shirt from (1) a 
rubbery transparent envelope, (2) a 
cardboard collar-holder, and (3) a 
great sheet of stiff paper covered 
with animals suitable for coloring by 


my children, I dressed and went 
down to make breakfast for the 
family. First I opened the frozen- 
orange-juice can on the organ-grinder 
opener, spilling only a few drops of 
juice on the floor and letting the top 
of the can drop into the remaining 
contents only up to the second joint 
in my index finger. The milk carton 
was easy: I have long since learned 
to use a cold chisel on the foiled 
corners. The seals on the long box 
of eggs all warned me Not to Accept 
if Broken, but there was little danger, 
since no tool, including a chisel, will 
puncture a scalloped flap. 

The bread was child’s play, and I 
uttered thanks to my wife for buying 
loaves wrapped in that thick opaque 
wax sheeting that keeps the color, 
consistency, and slicing of the bread 
a secret until you have extracted the 
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heel—a great improvement over the 
vitreous packaging that enables you 
to identify the bread conclusively but 
not to get at it. We had instant 
coffee in the house, and I gratefully 
noted that my wife had already 
opened the jar—a process that in- 
volves tearing off a flimsy paper cir- 
cle that rips into slices resembling all 
phases of the moon and leaves your 
thumb covered with caffeinized glue. 

I avoided serving bacon this morn- 
ing: although I am adept at shatter- 
ing the picture-window on the bacon- 
folder, I am unable to replace the 
cellophane in any way for re-refriger- 
ation. I knew that the children 
would be asking for jam, but I could 
not face that thin jar-cover, which 
must be levered off with a blunt in- 
strument, leaving a permanently bent 
raised opening shaped like a fish- 
mouth. And if the children asked for 
waffles or pancakes, I had only to 
hand them a new box of ready batter- 
mix, whose upper corner has some 
dots around a place to press one’s 
thumb but no weakening of fibres 
there to allow entry. (I once tried a 
spoon in this space, with the same 
results achieved by following the 
directions for opening most small 
condiment cans: a bent spoon, suit- 
able only for a clamp in an emergency 
appendectomy on a submarine.) Be- 
sides, last Sunday morning’s waffle- 
rites had involved a losing battle with 
100 per cent maple syrup: The top 
of the can responded only to an ice- 
pick, and the spigot, situated just to 
left of center in the top, threw the 
golden liquid right over the waiting 
pitcher onto the table. 

On my way to work, I considered 
myself temporarily done with the 
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packages and containers my wife 
would be struggling with during the 
day. But I had forgotten that mail 
is delivered at my Ivory Tower, and 
that nothing comes unpackaged these 
days. Letters arrived, so tightly 
sealed that there was not even the 
smallest hole for a letter-opener to 
enter, or so loosely sealed that they 
flew apart like a tent in a hurricane 
at the first entry of the opener. 
Books arrived, each one sealed in a 
paper bag bearing a legend stating 
that the package “may be opened for 
postal inspection.” This trickery was 
cleverly paralleled by the printing 
that seemed to cover all four edges 
of the bag: Open Other End. 

At the end of my working day, I 
rushed home to what promised to be 
a pleasant cocktail hour, and began 
to make hors d'oeuvres in the kitchen. 
I never can resist the little cans of 
Vienna sausage opened by keys at- 
tached to the bottom of the can. 
(Once we bought a can whose key 
had been ripped untimely from its 
bottom. We still have an extra can, 
since if you take a key from Can B 
to open Can A, then you have to take 
a key from Can C to open Can B, 
and so on into the next fiscal year.) 
I reeled the key around the can, 
making the little gap that eventually 
reveals all. There were the sausages, 
and I turned them over onto a silver 
dish, forgetting as always that the 
oil will come out while the sausages 
stay in. 

At last it was time for my draw- 
ing-room entrance. I carried a dish 
that displayed one piece of sausage 
resembling a healthy thumb and one 
bleeding thumb resembling a piece of 
sausage. After greeting our guests, 
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the Smiths, I mixed cocktails, and 
reached into the olive-bottle made in 
the dimensions of a. test-tube, which 
contained four olives wedged into the 
remote bottom. My fingers dangled 
in the juice like the legs of a man 
treading water. No olive. So into the 
onion jar, a beveled objet d'art suit- 
able for a mantelpiece but ill-fitted 
for dispensing onions. On to the 
cherry urn. Here, making pliers of 
my longest fingers, I caught a stem, 
pulled, and emerged—with a stem. 
Finally I up-ended everything into 
the ice bucket and pounded the bot- 
tles till they were empty. In despera- 
tion I poured all the mixed martinis 


“What's your business?” I asked. 

“Vaults,” he said. “Bank vaults.” 

“How is it going?” I asked. 

“So-so,” he said. “As fast as we 
develop new impenetration layers and 
new pre-warning devices, the safe- 
cracking fraternity develop electronic 
keys, circuit-breakers, and what not. 
Matter of fact,” said Smith, “the man 
who can come up pretty soon with 
something that defies all opening will 
go down in our history.” 

Suddenly my day and my life 
among the packages had a meaning. 
“Smith,” I told him in triumph, “I’m 
that man.” And I rushed toward the 
kitchen for the evidence. Then I 


and manhattans into highball glasses 
and jammed them into the Smiths’ 
hands. Settled with drinks, Mr. 
Smith and I got to know each other. 


stopped at the door. “On _ second 
thought, Smith,” I declared con- 


fidently, “you’d better come out with 
me. This may take all night.” > 


As Others See Us 


AMERICAN BUSINESSMEN are full of initiative, imagination, and energy, 
but they are a little odd! That’s the impression that Eric Moonman, an 
officer of the British Institute of Management, came away with after a 
recent visit to the U.S. Here, as reported by the National Foreman’s 
Institute, are some of his thoughts: 

1. American businessmen put great emphasis on “enthusiasm.” Mr. 
Moonman sat in on training classes for supervisors, where trainees were 
taught to give orders and communicate information “with enthusiasm.” 
In England, however, it is traditional to restrain one’s enthusiasm. 

2. The U.S. concern for executive health surprised Mr. Moonman. 
Even if it were true that American executives work under greater pressure 
than their English counterparts, he asks, don’t Americans tend to be a 
little hypochondriac about their physical well-being? 

3. He was surprised to see the informality of upper-echelon manage- 
ment meetings and the tendency among American executives to joke about 
themselves and their problems. 

Summing up his total impression, Mr. Moonman, while realizing that 
American aproaches to management problems are alien to British culture 
and tradition, suggests that the English are becoming increasingly inter- 
ested in American management methods, and may have a go themselves at 
“sensitivity training” and other methods of cultivating “other-directedness” 
among management people. 
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“They shall not pass” might 
well be the motto of many 
overzealous secretaries who 
guard executive doors... 


YOUR 
SECRETARY— 


Bridge or Barrier? 


By Marilyn French 
Condensed from American Business 


i. IS HARDER to see some busi- 
nessmen than to get into Fort Knox, 
according to a disgruntled salesman. 
“First, the receptionist questions you 
like an FBI agent. If you survive this, 
you get to talk to the executive’s secre- 
tary. She, in turn, carries on the in- 
quisition. If you pass the test, you may 
get in to see the boss. By that time, 
you forget what you wanted to say to 
him.” 

Exaggerated? A bit, perhaps, but 
it pinpoints the increasing isolation of 
today’s busy executive. He does not 
want to be interrupted unless a visi- 
tor’s business is urgent, or annoyed by 


unwanted telephone calls. That leaves 
the secretary in the middle. She has 
to decide who gets in and who does 
not. Some salesman may have a red- 
hot idea for her boss; some old custo- 
mer may be a tedious windbag who 
has time to kill before his next ap- 
pointment. But it is the boss whom 
she is most anxious to keep happy. To 
be on the safe side, the secretary may 
overplay her role as watchdog. 

Even though the boss may not 
wish to see people while he is busy, he 
needs to retain their good will. Many 
of these people, moreover, have legi- 
timate needs for his time. This pre- 
sents a problem for his secretary—one 
that cezJ!s for intuition, tact, and a 
collection of plausible excuses to fit all 
occasions. As one executive observed, 
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“Some secretaries are bridges between 
the boss and his customers and as- 
sociates; others, unfortunately, are 
barriers.” 

The secretary who is a barrier, 
instead of a bridge, usually creates 
this impasse through a desire to save 
her busy boss from interruptions. 
Sometimes, her zeal overtakes her 
judgment, and she insulates him from 
most contacts with other people. 

Management Briefs, the house or- 
gan of the New York consulting firm 
of Rogers, Slade & Hill, put its finger 
on the ultimate danger with this ex- 
ample: “In one case, where the boss’s 
friends were too ‘considerate’ to com- 
plain, the result was a cooling-off of 
once-cordial contacts that cost the 
company a shot at some exceedingly 
profitable business. A friend about to 
call up with a sizzling hot tip thought 
twice—and didn’t call at all.” 

In such cases, the boss often is the 
last person to know. Sitting in maho- 
gany row, the well-insulated executive 
becomes out of touch with the world 
—and downright lonesome. One 
professional man admitted, “Some 
days, I pick up the phone to see if it’s 
still connected.” 

If you feel as though you have been 
shut off from the world, you can get 
back in touch by using the methods 
advocated by others who have faced 
this problem: 

1. Some executives make it a 
point to answer their own phones. 
This is a growing trend, according to 
a recent survey, and the man who 
does so is not jeopardizing his status. 
An executive knows which calls he 
wants and which he can cut short by 
pleading “a call on another line.” 
Then, too, there are still some callers 
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who refuse to deal with a secretary. 
It is often much more efficient to 
talk to a caller for a few minutes 
than to spend the rest of the day re- 
turning his call and missing connec- 
tions. 

2. Make your wishes known. How 
can a secretary do a good job unless 
she knows how you want her to 
handle interruption, callers, appoint- 
ments? 

3. Be consistent. Make up your 
own mind on such policies and stick 
to them. 

4. When you hire a secretary, or 
when you merit-rate your present se- 
cretary, emphasize your need for 
maintaining good human relations 
with customers, salesmen, associates, 
and employees. 

5. Set an example by being cour- 
teous and considerate of others. She 
will follow your lead. 

6. Praise her flair for handling 
people. She will redouble her efforts 
to please. 

7. Back her up. Do not intimate 
to others that you are the easiest per- 
son in the world to see, but that 
secretary of yours is so doggone hard 
to get by... 

8. Have the courage to say no to a 
salesman, instead of letting him re- 
peatedly batter down the doors trying 
to get an appointment when you have 
no intention of buying his product or 
service. 

9. Ask whether anyone wants to 
see you when you have a few minutes 
before a meeting or before you tackle 
the next task. 

10. Cultivate your terminal facili- 
ties. Let people know you have 15 
minutes or so to spend with them 
and no more. ¢ 
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Miniaturized devices save 
space, cost, and power—and 
they can make the impossible 
commonplace .. . 


THE 


SMALL WORLD 
OF 


MINIATURIZATION 


By Robert E. Cubbedge 


Condensed from Newsweek 


A MOTION-PICTURE CAMERA smal- 
ler than a pack of cigarettes; an air 
conditioner no bigger than a walnut; 
a radio receiver the size of a domino; 
a sturdy electric motor the diameter 
of a dime; a light bulb smaller than 
a pinhead; and bearings no bigger 
than the dot over an i. 

Predictions of things to come? 
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Not at all, for these miniature mar- 
vels are already in use in laboratories, 
business, and industry. 

So swift is the trend toward minia- 
turization that the term itself may 
be out of date. Research scientists 
have already entered the area of 
“micro-miniaturization,” and are now 
heading toward “molecular miniaturi- 
zation.” But whatever the choice of 
terms, the goals are the same. “If you 
can see it,” says Western Electric, 
“it’s too big.” 

Today’s efforts toward micro- 
miniaturization are based on “solid- 
state” electronics parts, using germa- 
nium, silicon, and other crystalline 
substances. Both GE and RCA already 
have developed a solid-state device 
about the size of a matchhead that 
can function 100 times faster than 
the transistor. Westinghouse an- 
nounced only three weeks ago that 
it had a speck of germanium that 
could perform the work of an entire 
milliwatt amplifier, circuitry and all. 

Not all the new miniature devices 
have practical applications—so far. 
But many manufacturers are finding 
dozens of ways to put miniaturized 
devices to use—and are finding, in 
fact, that the savings in space, cost, 
and power requirements can often 
mean the difference between the im- 
possible and the commonplace. Here 
are some current applications of mini- 
aturization: 

@ Medicine: Hughes Aircraft Co. 
has developed a new radiation detec- 
tor so small it can be packaged in the 
top of a hypodermic needle. This is 
an invaluable aid in measuring and 
controlling radiation therapy in the 
treatment of cancer. Dr. Edmund N. 
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Goodman of Columbia University 
has developed a tiny recorder that, 
when swallowed, can measure a pa- 
tient’s susceptibility to ulcers. Two 
Northwestern University scientists 
have successfully used a camera to 
take photos inside a human stomach. 
And an Air Force dentist has installed 
radio transmitters in the artificial 
teeth of two airmen, so that signals 
recorded round-the-clock can measure 
the effect of chewing and grinding on 
tooth decay. 

© Commerce and Industry: IBM 
has reduced computers that once oc- 
cupied several rooms to the size of a 
filing cabinet. Such computers can 
operate an oil refinery that once 
called for a labor force of 800 men. 
Electric Autolite has produced a hy- 
draulic pump about the size of a pen- 
cil stub, already in use in aircraft 
and on machine tools and _ trucks. 
Bowmar Instrument Corp. of Fort 


Wayne, Ind., makes pint-sized gears 
for use on pygmy motors. A package 
of these gears, operating like an auto- 
mobile transmission, measures about 
half the length of a man’s thumb. 


© Communications: RCA engi- 
neers are perfecting a prototype 
walkie-talkie that weighs only five 
pounds. Telephones that leave hands 
free are already in operation; next 
are push-button telephones complete- 


ly self-contained in the handpiece. 
Illinois Bell is building a transistor- 
ized exchange at Morris, Ill., that 
will be completely automatic. When 
something goes wrong, a computer 
will release a card telling where the 
fault is. 

© Home: Virtually every mechani- 
cal appliance in the home, from the 
electric shaver to the electric mixer, 
is a product of miniaturization, at 
least in part. Ultrasonic household 
dishwashers are next. So is thermo- 
electric refrigeration, which permits 
“decentralization” of-the refrigerator 
—a refrigerated meat drawer next 
to the oven, a refrigerated vegetable 
drawer next to the sink. Flat-wall 
television is on the way. In the mean- 
time, Philco has developed a battery- 
powered set with a two-inch picture 
tube; a magnification system enlarges 
the tiny image approximately seven 
times. 

There are still some large problems 
in the small world of miniaturization. 
For one thing, certain metals re- 
duced to minute quantities don’t al- 
ways retain their characteristics. For 
another, the tiniest miniature parts 
will require new assembly techniques. 
But in the long run, miniaturization 
—like the whole allied field of elec- 
tronics—is limited only by the ima- 
gination of man. e 


AND AWAY WE GO: Feet may be going out of style, according to Factory. 
Instead of walking to the far corners of a plant, tomorrow’s worker will be 
able to hop on a “skeeter,” a mechanized scooter that uses only three 
ounces of fuel for a ten-minute run. An aluminum platform and a tiny 
engine are mounted on roller skate wheels; to start the engine, the rider 
places one foot on the platform and pushes off with the other. Once 
underway, the handle steadies the rider, and to steer he simply leans in 


the desired direction. 
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ADVERTISING 
AND THE 
CONSUMER: 


How People 


‘Learn’ to Buy 


Condensed from Printers’ Ink 


a A GREATER or lesser degree, ad- 
vertising decisions are based on a 
strange assortment of hunches and 
notions about advertising, the consu- 
mers that ads are designed to reach, 
and sometimes crude, sometimes high- 
sounding assumptions about the way 
people learn. Now marketing re- 
searchers are forging new tools that 
could easily topple some of these as- 
sumptions. 

The researchers are conducting 
basic experiments into learning, the 
most vital yet least understood aspect 
of the communications process. They 
are trying to determine how people ac- 
quire and retain information and at- 
titudes. They are trying to isolate and 
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identify the elements of language and 
art that are most efficient in the learn- 
ing process. Perhaps most important 
of all, they are edging toward that 
ultimate question for advertising: 
How can the consumer be taught the 
habit of buying a specific brand? 

Advertising executives have long 
had their own pet theories of learning 
and their own pet theories on how 
goods can best be sold. One, for ex- 
ample, speaks of the need to “sledge- 
hammer” a consumer with a heavy 
barrage ‘of ads. Another holds a more 
restrained theory of learning; he be- 
lieves that sales and profits will go to 
the advertiser who builds a “sharply 
defined personality” for his brand. 
Still another, basing his belief on a 
third theory of learning, talks of the 
need to create “empathy.” An ad, he 
believes, must tell the consumer, “I 
know all about you.” The consumer, 
in turn, is supposed to think, “What 
a nice guy, he understands me. What 
a nice product.” 

These three theories cannot all be 
right. Certainly, they cannot be right 
in every advertiser’s case. But what 
exactly is learning? How does it oc- 
cur? Under what conditions is it 
being achieved? 

Psychologists, though they know so 
little about what gces on within a 
human mind, have reached agreement 
on this definition: Learning is a phys- 
ical as well as a behavioral change 
that occurs in an individual as a result 
of his responses to stimuli, past and 
present. 

In marketing terms, the stimulus 
would be all the advertising, both 
formal and informal, that acts upon 
the consumer to arouse his behavior 
or awareness of a product. The re- 
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sponse would be the muscular, glan- 
dular, or conscious activity aroused by 
this advertising. From the advertiser’s 
standpoint, the desired learning is the 
modification of the consumer’s be- 
havior to include consumption of the 
product. 

Psychologists are deeply divided on 
how learning occurs. Some say that a 
human learns by piecing together 
parts to make a whole, much as a 
bricklayer builds a wall. The wall, 
our total learning, does not alter ra- 
dically with our responses to new 
stimuli. We add new bricks; we know 
more. Other psychologists insist that 
we organize “patterns” from the ex- 
periences. When we respond to a new 
stimulus, this response alters our pre- 
vious learning. The wall, our total 
learning, is torn down and reformed 
in a somewhat different way. 

But even though they have not 
agreed on the “why,” psychologists 
have done considerable research into 
the types of learning and the con- 
ditions under which learning best oc- 
curs. This information could aid an 
advertiser immeasurably in moving his 
goods—if only it were translated into 
marketing terms. 

Generally speaking, psychologists 
have found that there are three dif- 
ferent types of learning. Perhaps the 
most common is trial-and-error. We 
repeatedly test different types of cig- 
arettes until we learn the brand that 
satisfies our needs. Learning also oc- 
curs with the association of old re- 
sponses with a new stimulus. We learn 
to favor one manufacturer’s clothes 
dryer because we are satisfied with 
his washing machine. A third source 
of learning is insight. Suddenly, we 
feel, an answer comes to us, without 
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trial or association. Such learning 
might be responsible for our decision 
to buy a pineapple to cook with a 
pancake mix. 

Certainly, it is a wise advertiser 
who utilizes all three types of learning 
in his sales and advertising campaign. 
And why shouldn't he, especially 
when psychologists already have for- 
mulated a half-dozen “laws of learn- 
ing” that indicate the conditions 
under which learning is most likely 
to occur? 

One of the most important of these 
principles is the law of contiguity. It 
states that a purchase-response must 
be followed immediately or soon after 
by attainment of the goal (the one 
promised by the advertising) if the 
consumer is to learn to associate the 
goal with the purchase. 

Hand-in-hand with contiguity is 
the law of effect. This law says that 
not only must the goal be achieved 
immediately, but the response must 
also lead to a “satisfying state of af- 
fairs.” Being pleasant is not enough. 
A “satisfying” act must fulfill some 
need or motive of the consumer. 

A third law states that the rate of 
learning varies with the strength of 
the response to the advertising-stimu- 
lus. A consumer will learn to pur- 
chase more quickly if the product 
rewards are more intense. 

Advertisers who offer flashlight 
premiums with toothpaste, or dinner 
plates with laundry soap, had better 
conduct some research into the law of 
organization, which states that learn- 
ing is more rapid when material is 
organized into meaningful relation- 
ships. 

The law of facilitation and inter- 
ference states that one act of learning 
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will assist another act if a stimulus 
reappears in both acts and results both 
times in the same response. If the 
stimulus iequires a different response, 
the learning will be interfered with. 
An auto manufacturer could take ad- 
vantage of its corporate name as the 
common stimulus in upgrading a 
consumer from a low-price to a medi- 
um-price car. But this same car-maker 
might have a difficult time selling 
a compact vehicle when it has been 
shouting for years that a larger car is 
safer, more comfortable, and easier to 
drive. 

The sixth of the laws of learning 
should shake many an _ advertising 
executive. Contrary to his most cher- 
ished principle, practice does not 
always make perfect in advertising. A 
student forced to memorize a dull 
poem in school, for example, probably 
will learn only to stay away from 
poetry for the rest of his life. 

Mere repetition of the stimulus 
does not assist in learning. What 
should be repeated are the conditions 
favorable to learning: the conditions 
of contiguity, effect, intensity, organi- 
zation, and facilitation. 

Learning research can be used also 
as a supplement to other techniques 
that help the advertiser decide what to 
say and how. The advertiser now is 
besieged by a whole host of tech- 
niques for measuring and rating his 
commercial messages. He can buy 
services that will tell him the number 
of people exposed to his ad, the num- 
ber who noted it, the number who 
read or listened to it, the number who 
were “affected.” 

But the advertiser wants to know 
only one thing: Has the consumer 
learned to buy the advertised product? 
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Competent learning research could 
link these components and assign a 
relative value to each, indicating 
which effects the advertiser should 
strive to achieve. 

Learning research might show that 
there is no relationship between re- 
call and the consumer’s purchase or 
rejection of the advertised product. 
He may not remember hearing or see- 
ing a single ad, but he buys the prod- 
uct like clockwork. Or he may 
remember every ad and hate the 
product for it. Then again, there may 
be a very strong relationship between 
the consumer’s ability to identify him- 
self with the ad and the consumer’s 
decision to buy what the ad sells. 

Learning research also might be 
called on to settle a highly complex 
dispute involving motivational re- 


search. Some critics doubt seriously 
that the average consumer gets so 


involved in an ad th t he sees homo- 
sexuality in a tattoo or quality in a 
crown. These critics acknowledge the 
importance of analyzing consumer 
motives, but they contend that a con- 
sumer rarely digs down to the depths 
of his subconscious, certainly not as 
often as the motivational researchers 
would have us believe. They argue 
that most nondurable products are 
taken too lightly to arouse the dark 
recesses of the human mind. These 
products, they declare, are measured 
only against the most pressing mo- 
tives, the most obvious needs. 

Learning research, by isolating and 
identifying the advertising compo- 
nents that are most effective in stimu- 
lating a purchase-response, could 
perhaps settle this question, and 
other areas of dispute. 

Advertisers, agencies, and media 
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now are quietly conducting basic ex- 
periments on how people learn and 
how they can be taught to buy specific 
goods. They are studying the effec- 
tiveness of the various symbols of 
communication. They are attempting 
to measure the efficiency of differ- 
ent media models in achieving a 
learned purchase-response. These ex- 
periments, for the most part, are only 
showing first results. Even so, they 
already offer proof that learning re- 
search can be practical. 

Learning research, however, must 
never be considered a panacea for all 
marketing problems and woes, as even 
its most ardent advocates point out. 
Management still retains the head- 
ache of decision. Only management, 
for example, can decide how much to 
invest in media to receive a specific 
amount of sales. 

Then, too, the number of consu- 
mers who have learned to buy the 
product is not quite equal to the 
number who ultimaiely do buy. As in 
every learned response, frustrations 
can block the intended purchase. A 
retailer can be snippy, a store shelf 
can be empty, another manufacturer 
can give away a rival brand. These 
are problems that only a comprehen- 
sive marketing plan can meet. 

Nevertheless, learning research 
holds great promise for advertising 
because it attempts to relate the adver- 
tising stimulus with the learned pur- 
chase-response. It offers a cohesive 
approach to the many variables an 
advertiser must now contend with. 

Even if an advertiser turns to 
learning research only to organize his 
own thoughts, this approach will more 


than justify any expense of talent and 
time. 


Current Trends in Fringe Benefits 


Condensed from Personnel Policies Forum 


How MUCH do fringe benefits cost? 
Which fringes are most—and which 
are least—worthwhile? How do com- 
panies inform their employees of the 
benefits they're getting? What is the 
future of fringes? 

Answers to these and related ques- 
tions are becoming increasingly im- 
portant to the company that wants to 
attract good workers, conduct intelli- 
gent collective bargaining, and main- 
tain its competitive strength. To get 
some facts on fringes, the Bureau of 
National Affairs recently asked 115 
executives what their companies are 
actually doing in the area of fringe 
benefits, and what they expected for 
the future. Here are the highlights of 
the study: 

What are fringe benefits? Some 
items are universally included in the 
category of fringe benefits: paid va- 
cations and holidays, health and life 
insurance, sick leaves, and pensions. 
Other items, however, are considered 
fringe benefits by some companies, 
“employee services” by others. Ex- 
amples are shift differentials, meals 
provided below the employer’s cost, 
and company-sponsored recreation 
programs. 

For the purposes of this survey, 
fringe benefits were defined as em- 
ployee benefits (1) not legally re- 
quired, (2) costing the company 


Personnel Policies Forum (Janua 
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money, and (3) not expected to bring 
the company a direct and immediate 
profit in return. 

How much do fringes cost? An 
employee’s fringe benefits cost his 
company from 9 to 77 cents per hour 
worked, and from 5 per cent to 40 
per cent of the total payroll. For ap- 
proximately 67 per cent of the com- 
panies reporting, fringe benefits cost 
from 30 to 59 cents per hour worked; 
about 20 per cent spend 60 cents or 
more, and the remaining 13 per cent 
spend less than 30 cents. Similarly, 
fringes represent between one-tenth 
and one-fourth of the payroll for 75 
per cent of the companies, more than 
one-quarter of payroll for nearly 20 
per cent, and Jess than a tenth of 
payroll for the remainder. 

Have the costs of fringe benefits 
risen? For most companies, they have. 
About 75 per cent of the companies 
indicate that costs have gone up, both 
in cents-per-hour and _percentage-of- 
payroll; approximately 23 per cent 
report a rise in cents-per-hour, but 
no change, or even a slight decline, 
in percentage-of-payroll; and 2 per 
cent registered a decrease in both. 
Virtually all the executives surveyed 
expect to pay even more for fringes 
in the future. 

How are employees told of their 
benefits? Because of the increasingly 
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heavy cost of fringes, about 65 per 
cent of the respondents take active 
steps—using from one to five differ- 
ent methods—to tell their employees 
of the cost and extent of the fringes 
provided for them. The most popular 
methods are booklets and pamphlets 
Cused by 42 per cent of the com- 
panies); house organs (26 per cent); 
inclusion in the employee handbook 
(20 per cent); group meetings (14 
per cent); and, to smaller degrees, 
letters, orientation sessions, annual 
statements, bulletin boards, and _per- 
sonal discussions. About 35 per cent 
of the companies “do very little” to 
publicize their benefits. 

Fringe benefits or pay increases? 
Assuming that a company decides to 
grant an additional 5 cents per hour 
to employees, should it be given as a 
pay increase or in fringe benefits? 
About 82 per cent of the executives 


reporting would rather raise wages 
than increase benefits. Over half of 
this group (53 per cent) say that 


their employees appreciate higher 
wages more than they do fringes, 
while 25 per cent feel that higher 
wages allow them to compete with 
other employers for good workers. 
The others feel either that it’s socially 
healthier for employees to provide 
their own benefits; that fringes lead 
to socialistic patterns; that current 
benefits are already higher than the 
industry average; or that fringes, once 
granted, are irrecoverable. 

The 18 per cent who would rather 
provide fringes than increased wages 
feel either that it’s socially desirable; 
that fringes are less inflationary; that 
the growth of fringes is inevitable 
anyway; that employees prefer them; 
or that they do more good than cash. 
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What about fringes for unrepre- 
sented groups? A company will fre- 
quently employ both union and non- 
union people. If improvements in 
benefits are granted to the represented 
group, what should the company do 
about the unrepresented people? This 
problem confronts 75 per cent of the 
executives reporting. Of this group, 
81 per cent adjust the benefits of the 
unrepresented group, 15 per cent do 
not, and the remaining 4 per cent 
“do or don’t, depending on circum- 
stances.” Those who do not adjust 
the benefits don’t want to upset com- 
pany policy regarding non-union em- 
ployees, or else they believe that non- 
union morale will not suffer because 
of the difference in benefits. Those 
who do adjust the fringes for the un- 
represented groups feel that there 
will be headaches if they don’t. 

Are retired employees allowed to 
retain their fringe benefits? In 55 
per cent of the companies reporting, 
yes. Of these companies, about 60 
per cent allow their retired employees 
to keep one benefit, while almost all 
the remaining 40 per cent allow them 
to retain two benefits. Among these 
benefits are life insurance (usually 
the “one” benefit retained), and 
hospitalization, surgical, medical, ma- 
jor medical, and/or accident insur- 
ance. (This excludes pensions, which, 
of course, are granted only to retired 
employees. ) 

Which fringes are most — and 
which are least — worthwhile to the 
company? The benefits that are felt to 
be most worthwhile by the largest 
number of executives are health and 
medical insurance, pensions, and va- 
cations. On. the other side of the 
coin, the fringes most often con- 
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sidered least worthwhile are those 
which provide pay for time not 
worked, excluding vacations. Among 
these are paid time for holidays, vot- 
ing, jury duty, or military service; 
funeral leave; and personal time off. 

The future for fringes. The re- 
spondents in the survey see new de- 
velopments in four major areas of 


all-around coverage of retirees. In 
pensions, they see higher rates, more 
vesting, a lowering of the retirement 
age, and reduced survivors’ benefits 
for widows and dependents. In the 
area of holidays, they see an eighth 
holiday, “floating” holidays to make 
long weekends, and an increase in 
the practice of giving birthdays off 


fringes over the next few years. In 
health and welfare, they forecast 
increases in comprehensive and major 
medical coverage and in the propor- 
tion of noncontributory plans; more 
emphasis on dental care; and better 


with pay. Finally, in the area of va- 
cations, the executives foresee special 
benefits for employees with 10 to 15 
years of service; more firms granting 
a fourth week of vacation; and a de- 
crease in service requirements. @ 


Package Testing: Shake, Rattle, and Roll 


ONCE UPON A TIME, when a new piece of equipment was ready for de- 
livery, a carpenter would build a big wooden box for it, nail it up, and 
ship it off. Today, however, packages are being engineered and tested as 
carefully as the products they enclose, according to Dun’s Review and 
Modern Industry. 

Package testing pays off not only in reduced damage in transit, but also 
in lighter containers—which can mean important savings in transporta- 
tion costs. One manufacturer, for example, discovered, through tests, that 
one of his wire-bound containers was unnecessarily sturdy. Shipping costs 
were cut when the box was rebuilt 11 pounds lighter. 

Package testing is now a formalized, standardized procedure, often 
calling for machines costing more than $10,000 apiece. The General 
Electric Company’s Packaging Laboratory, for example, represents an 
investment of over $50,000. 

The basic testing machine is the Mullen tester, a hand-operated device 
that determines the bursting strength of corrugated paperboard. Another 
is the “drop tester,” which can drop a full package flat or on any particular 
corner. Still another duplicates the puncturing effects of sharp objects. 
There is also the vibrator, which bounces a package along just as a truck 
or boxcar would. One vibrator, owned by the Package Research Laboratory, 
Rockaway, N.J., can shake the guts out of a five-ton shipping container. 

Few manufacturers can afford to buy the monster of package testers, 
the tumbler. Resembling an inside-out water wheel, it can quickly reduce 
a package—and its contents—to excelsior. Just a few minutes of tumbling 
is the equivalent of hours of manhandling. 


THE MANAGEMENT REVIEW 


— 


AROUND THE WORLD 


Condensed from International Management Digest 


ir ROME it is called bustarella, the 
little envelope slipped to the govern- 
ment employee. In Hong Kong, it is 
hai yo—“oil to calm troubled waters.” 
In the Middle East, baksheesh greases 
the wheels of commerce. And now 
payola is the latest word to describe 
under-the-table payment for “serv- 
ices.” 

The outstretched palm is as old 
as business itself. It exists in many 
nations—but not in every nation. 
Knowing which is which can be ex- 
tremely important for the executive 
active in international business: Mis- 
interpreting the business ethics of a 
foreign area can be costly, if not dis- 
astrous. 

Recently, International Manage- 
ment Digest took a look at under-the- 
table business behavior in a number 
of countries. Nearly everywhere there 
are changes to report. 

Take Holland, for example. During 
and right after World War II, bribery 


and black marketing were almost 
standard. But thanks largely to prod- 
ding by the press, the Dutch soon 
shook off their wartime habits. Cor- 
ruption is difficult to conceal in Hol- 
land, because it’s a small country 
and most business people know one 
another. If a Dutch businessman and 
his wife are suddenly seen living the 
high life, everyone soon whispers, 
“How are they doing it?” 

In other nations, too, wartime 
scarcity bred dubious dealing. Many 
British businessmen succumbed in 
the 1940’s. Today, however, Britain 
gets an almost universal clean bill 
of business health. Of course, there 
are still problems, including recent 
accusations of wrong-doing in Lon- 
don’s financial center. But public 
concern has led to “codes of con- 
duct” for financial men and promises 
by government to straighten out 
Britain’s often antiquated company 
laws. 


Digested with permission of the Editor from International Management Digest 
(March, 1960), @ 1960 by McGraw-Hill International Corp., New York 
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Another concern of European busi- 
nessmen is the increasing competitive 
tempo. They tend to blame it on 
American businessmen and methods 
that are invading the Continent. “The 
Americans set the pace,” an English 
manufacturer will say, “and we've 
just got to keep up.” 

Americans, too, partially blame ex- 
treme competition for the slip in 
ethics. One executive said, “We en- 
gage in corrupt practices and so do 
our competitors—and our problem is 
growing. We have found that govern- 
ment engineers who deal with us ex- 
pect more and more gifts and lavish 
entertainment.” 

Germans admit to some of their 
own problems. They say that there is 
too much under-the-table dealing be- 
tween private companies, and some 
foreign businessmen conducting ne- 
gotiations in Germany tell of being 
entertained at festive parties replete 


with “wine, women, and song.” Most 
observers point out that the postwar 


atmosphere of free-wheeling, com- 
petitive dealing makes bribes and par- 
tying more common than they were 
before World War II. 

The ethical standards of Middle 
East, Asian, and Latin American busi- 
nessmen are different. In some of the 
less-industrialized areas, the code of 
the individual trader persists—a 
fierce, independent competitiveness. 
In the Middle East, group loyalties— 
to members of the clan, sect, or 
ethnic group—are stronger than any 
business standard, and in much of 
the world it is unethical to refuse 
to help out a _ kinsman. More- 
over, in countless countries, feasting 
and gift-giving are part of accepted 
business patterns. 
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Payola does flourish, however, in 
some areas of government bureaucra- 
cy, especially where the tradition of 
independent civil service is absent. 
It is not always considered sinful. 
The little envelope given to an Italian 
government employee is “a good 
thing,” according to a Milanese busi- 
nessman: “It rounds out his meager 
salary, and provides a shortcut through 
the intricate machinery of gevern- 
ment.” 

In some countries, significant 
changes are taking place. In India, 
for example, an economy of scarcity, 
a growing taste for better things, and 
a cluttered bureaucracy have brought 
corruption and bribery to the point of 
national scandal. The result: a proud 
people is angry. 

The Forum of Free Enterprise, an 
unofficial business group, has created 
an elaborate code of behavior for busi- 
nessmen. The government is cleaning 
its own house and encouraging the 
public to stand up to bribe-seekers. 
Slowly, “new brooms” are making in- 
roads on the litter of centuries. In- 
dians, as well as foreign businessmen, 
are finding that not every man has 
his price. 

Japanese ethics, though generally 
high, are far different from those of 
other industrialized nations. Peddling 
of influence is traditional and ac- 
cepted; flagrant bribing and cheating 
are not. Younger Japanese business- 
men are now reacting against still- 
feudal business customs. They are 
likely in the next decade to bring 
Japanese standards more in line with 
those of Europe and the U.S. 

And in Mexico, despite widespread 
mordida—that country’s word for 
payola—the businessman there is in- 
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creasingly proud of his country’s 
economic progress, and of his com- 
pany and its product. He is less in- 
clined to keep afloat via shady deals. 
And he discovers that in many cases 
he does better by providing quality 
and service than by providing payoff. 

This same discovery is the subject 
of an increasing number of manage- 
ment-to-staff memos around the 
world. Philips Lamp of Holland not 
only has an unwritten rule against 
accepting gifts, it allows no one but 
advertising and public relations man- 
agers to send company Christmas 
cards. In'U.S. companies that have no 
outright ban on gifts, the rule has 
become: “If you cannot eat it or 
drink it in one day or at one sitting, 
it must be refused.” 

What about U.S. executives doing 
business overseas? Should they ope- 
rate on a dual standard? Some admit 
doing things abroad that they would 
not dare do at home. More often, 
management tells overseas executives 


ards and pretend not to notice if its 
local agents or lawyers make payoffs. 

This sometimes brings unexpected 
complications. An American in 
Japan commented wistfully that his 
U.S. competitor and its Japanese 
partners could wield more influence 
than he could. When he questioned 
his own company’s Japanese associ- 
ates, they replied that they could not 
undertake the kind of manipulation 
required because, after all, as part- 
ners of a fine foreign company, they 
were expected to live up to its stand- 
ards, not Japan’s. 

It is becoming a matter of good 
business as well as good politics for 
foreign investors and traders to re- 
main above suspicion. It’s not easy. 
They must mark out for themselves 
a fine line of distinction, abiding by 
local business rules without falling 
into the trap of local corruption. More 
and more companies are setting up 
shop abroad with a complete ban on 
payola—and finding that they do all 


to follow the company’s home stand- __ right without it. 


The Shape of Things To Come 


THERE IS A NEW SHAPE in today’s buildings. Structures that used to look 
like boxes are now round. The movement away from the rectangular is 
increasingly surrounding today’s businessman—in his house, his church, 
the school to which he and his business contribute taxes, his local shopping 
centers, banks, hospitals, and the very buildings in which he does business. 
Why are there more and more round supermarkets, drugstores shaped 
like doughnuts, churches that look like flying saucers? One theory has 
been advanced by Brooklyn College’s Professor M. J. Benardete, who con- 
tends that the arrival of a new form in architecture is merely the external 
evidence of a profound change in man. “This new circular form,” he 
says, “not only indicates that man has a new spatial consciousness, but 
that his every other sensibility is developing in ways that are vastly differ- 

ent than those of today or of the past.” 
—The Biddle Survey 1/12/60 
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If management is to remain adaptable and up to date, 
policies must be kept in line with changes in 


the company’s market, competition, ob- 


jectives, and internal structure. . . . 


Are Your Company Policies 
Up to Date? 


By W. Arthur Cullman 


Condensed from Business Horizons 


|: POLICIES—the principles 
that guide and govern what an 
organization does—too often stand 
still while there are changes in the 
organization’s market, competition, ob- 
jectives, or internal structure. If 
management is to remain adaptable 
and up to date, it must continually 
reappraise, realign, and restate its 
policies. 

How do policies become antique? 
One way is via changes in the na- 
tional economy. During boom times, 
for example, you might spend only a 
small percentage of your corporate 
income for public relations. But a 
change in the business cycle might 
necessitate a revised policy, calling 
for a larger proportion of earnings 
for such a program. 

Another basis for reappraisal can 
be what the competition is doing. 
New packaging or promotion on their 
part may require you to change your 
own policies governing packaging, 
shipping, or other aspects of market- 


ing and manufacturing. For example, 
their use of installment-purchase 
plans might call for a new look at 
your own credit policy. Or, in order 
to produce goods at competitive prices, 
you may have to revise your equip- 
ment depreciation policy. 

Changes in your organization’s in- 
ternal structure may also demand a 
policy adjustment. Sometimes a de- 
partment is subdivided so that the 
work—and policy _responsibility— 
formerly carried by one man becomes 
shared by two men. Frequently, too, 
organizational changes in one depart- 
ment require new policies elsewhere 
as well. For instance, if the company 
changes from the traditional type of 
sales organization to the use of prod- 
uct managers, both production and 
finance policies will be affected. 

How can you check the effective- 
ness ard accuracy of turrent policies? 
One way is to hold “awareness meet- 
ings” with supervisors and employees, 
so that current practices can be com- 
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pared with the related policies. Some- 
times, of course, the practices need 
modification, but frequently it’s the 
policies that have fallen behind the 
times. 

Another technique is determining 
how useful a policy actually ‘is. A 
policy that is not used regularly or 
with any confidence should be re- 
examined, with an eye to eliminating 
it completely or restating it as part 
of a more important policy. 

Many major administrative and 
operative duties are frequently al- 
lowed to “float” without being covered 
by a specific policy. For maximum 
protection—for executives performing 
these duties as well as employees af- 
fected by them—such activities should 
be covered by policies. 

Policies also may be _ checked 
against objectives that have been set 
by top management. Although poli- 
cies are long-range guides to action, 


nevertheless they should be periodic- 
ally reappraised in order to make sure 
that they are helping, rather than 


hindering, the organization in_ its 
attempt to reach its objectives. 

When it comes to realigning poli- 
cies, thought must be given to “who 
does what.” Although, in sound man- 
agement, the organization structure 
is governed by functions, the kind of 
organization that actually exists more 
frequently reflects the people running 
it. Since policies are often grouped 
according to who will use them, a 
personnel switch may dictate a_ re- 
alignment of the policies. 

Another factor leading to policy 
realignment can be a change in loca- 
tion or in the use of space. As more 
and more plants and branch offices 
move to the suburbs, decentralization 
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often makes it necessary to reorgan- 
ize the policies originally devised to 
take care of a centralized location. 

When it comes to restating policies, 
the right choice of words is important 
so that no misunderstanding can be 
possible. One policy, for example, 
might affect all those distributing a 
product to its retailers. But some 
firms performing this function are 
called jobbers while others are called 
wholesalers, distributors, or brokers. 
The wording of this policy should be 
so clear that anyone implementing it 
would have no doubt whom it re- 
ferred to. Similarly, the term “cash 
discount” in one trade might mean 
“trade discount” in another, or a term 
used in one area of the country may 
be relatively unknown elsewhere. 
Thus, as new kinds of customers or 
new markets are sought, a certain 
policy may have to be restated so that 
it applies to all firms served. 

If you suspect—but aren’t sure— 
that a particular policy needs chang- 
ing, three techniques of “trial institu- 
tion” can help you make the final 
decision. First, the people most direct- 
ly concerned with the old policy or 
the proposed revision may have excel- 
lent suggestions to offer. Second, the 
suggested policy can be applied to 
past problems to see how it might 
have worked. Third, you can set up 
hypothetical examples that would re- 
quire using the policy, to get an idea 
of just how effective it would be. In 
this connection, several companies use 
a computer to get these hypothetical 
results. 

Policies—which help an organiza- 
tion reach its goals—must be reap- 
praised, restated, and tested properly 
if a business is to survive and grow. @ 
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IN PICTURES...°° 


The Growing Use 
of Business Films 


By Stanley W. Penn 
Condensed from The Wall Street Journal 


oe suCH well known U.S. film per- 
sonalities as Marilyn Monroe, Marlon 
Brando, Kim Novak, and Rock Hud- 
son, add some newcomers: American 
Motors Corp.’s Rambler automobile, 
Coca-Cola Co.’s Coke, and General 
Motors Corp.'s Chevrolet and Olds- 
mobile. 

Making business movies is a fast- 
growing field. While Hollywood’s out- 
put for the nation’s movie houses de- 
clined from 303 feature films in 1954 
to 223 last year, U.S. production of 
business-sponsored movies has risen 
during the same period from 3,700 to 
5,400. The cost of making and ex- 
hibiting these films rose to a record 
$287 million last year, up 12 per 
cent from 1958. G. V. Zornow, vice 
president of Eastman Kodak Co., a 


major supplier of raw film, estimates 
that expenditures this year will reach 
a new high of more than $300 
million. 

Businesses put their films to many 
uses. Most frequently, the movies 
are advertising or public relations 
tools. Sometimes, however, they are 
used as employee-training aids or as 
progress reports. Westinghouse Elec- 
tric Corp., for instance, recently pro- 
duced a 15-minute color movie as a 
report to the Air Force on its develop- 
ment of an advanced radar technique. 

One reason for the sharp growth 
in sponsored movies is the increasing 
willingness of theatres and TV sta- 
tions to run them, at no cost to the 
sponsors. WOR-TV in New York, a 
non-network station, recently showed 
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a Ford Motor Co. film, “Safety on the 
Highway,” and a Westinghouse pic- 
ture, “Atomic Energy.” 

The growing use of sponsored films 
in theaters parallels the drop in 
Hollywood’s output of cartoons and 
other short subjects. New York's Vic- 
toria Theater, a first-run house, re- 
cently displayed “Rhapsody in Steel,” 
financed by U.S. Steel to dramatize 
the history of steel and its role today. 
At last count, this picture had been 
booked by 300 movie houses across 
the land. 

Corporation movie men say that 
producing a picture that will enter- 
tain an audience and contain an un- 
obtrusive plug is no easy task. Says 
Frank K. Speidell, president of Audio 
Productions, Inc., a New York pro- 
ducer of business films: “At one time 
it was only necessary for these pic- 
tures to show a product and be fac- 
tual. Now they must dramatize and 
provide motivation” to buy the spon- 
sor’s wares. 

A 10-minute business movie usual- 
ly costs between $10,000 and $35,000 
to produce. Most sponsored features 
run about 25 minutes and cost 
$15,000 to $60,000 or more. 

It is difficult to determine the size 
of audiences reached by business pic- 
tures, declare executives in the field. 
Sheldon Nemeyer, director of indus- 
trial sales for M-G-M’s commercial 
and industrial division, says a “busi- 
ness movie shown on over 100 TV 
stations could reach an audience of 
7 million persons.” E. S. Purrington 
of the Ford Photographic department 
at Dearborn, Mich., figures that Ford 
films reached a U.S. audience of 32 
million persons last year, not count- 
ing TV viewers. Ford’s most popular 
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picture, “The American Cowboy,” 
has been seen by 12 million viewers, 
exclusive of TV, since it was pro- 
duced in 1950, Mr. Purrington esti- 
mates. 

Willis H. Pratt, Jr., film manager 
of American Telephone & Telegraph 
Co., lists some of the reasons why 
corporations in recent years have 
taken such a fancy to movie-making. 
A motion picture, Mr. Pratt asserts, 
permits a concern to gain the un- 
divided attention of its audience for 
a fairly long period. The viewer fre- 
quently is in a darkened room, free 
of distractions, permitting him to 
assimilate and retain the message. 
And, adds Mr. Pratt, the sponsor’s 
message usually is “carefully inte- 
grated throughout the picture, so 
there is no abrupt point where a 
viewer can say, ‘I will no longer look 
and listen.’” 

Across the country, some 550 film 
firms of various sizes are producing 
sponsored movies. Most of the major 
makers of such pictures are outside 
of Hollywood. Two of the largest are 
Detroit’s Jam Handy, which in 1959 
produced 185 sponsored movies, and 
Wilding, Inc., of Chicago, which pro- 
duced more than 100. But Holly- 
wood is getting increasingly inter- 
ested. Columbia Pictures Corp., for 
instance, recently affiliated with a Los 
Angeles concern active in film pro- 
duction for the armed services and 
defense contractors. 

Movies are playing an increasingly 
prominent role in defense. Some 
major government awards even re- 
quire contractors to supply motion 
picture progress reports on their work, 
according to R. J. Brown of General 
Electric Co. 
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Other companies are using movies 
to solve a wide range of corporate 
problems. A series of color motion 
pictures has helped California Texas 
Oil Corp. to maintain friendly rela- 
tions in the countries where it oper- 
ates overseas. So far, 16 films on the 
economic and cultural advances of 
these countries have been made, most- 
ly for showing within the nations 
with which they deal. 

American Motors’ Kelvinator ap- 
pliance division recently arranged to 
show many of its retail customers a 
five-minute film demonstrating a fea- 
ture of the company’s washing ma- 
chines. Henry Strauss Productions, 


Inc., New York, produced a movie on 
Tahiti for Pan American World Air- 
ways, to entice folks to take a trip to 
the South Seas island on a Pan Am 
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plane. MPO Productions, Inc., New 
York, did a film for Gulf Oil Corp., 
emphasizing—without ever showing 
a picture of oil—the “people and 
places” connected with oil transport. 

Business movies have proved so 
useful that some large companies now 
operate their own studios. Ford had 
its own film production unit as far 
back as 1913. General Motors’ Photo- 
graphic division recently made a film 
for G.M.’s Fisher Body division, 
showing how auto bodies are built. 
General Electric’s Visual Education 
section in Schenectady produces about 
two-thirds of the corporation’s films, 
with commercial movie makers and 
smaller G.E. studios in other cities 
accounting for the rest. In 1959, 
the company made a total of 75 
pictures. 


NATIONAL INCOME in 1959 reached an annual rate of $400 billion for the 
first time in the nation’s history, according to an estimate made public 
recently by the Commerce Department’s Office of Business Economics. The 
1959 figure was nearly 10 per cent above the previous record of $366 
billion set in 1957 and matched in 1958. 

The largest single increase was more than $20 billion in employee 
earnings. This made up more than two-thirds of the national income, as 


it did in 1958. 


As 1959 opened, the report noted, the flow of income was already at a 
record high rate. A sharp advance in the spring quarter carried it above 
the $400 billion rate, but that rate dropped about $6 billion in the third 


quarter because of the steel strike. 


The direct flow of wages and other earnings to individuals was up 
2 per cent from the third quarter to the fourth. For the year, personal 


income was up almost 6 per cent. 


The rate of profits in the first half of the year averaged nearly $50 
billion annually before taxes. There was a sharp decline after midyear to 
about $46 billion in the third quarter. The overall rate for the second half 
of 1959 fell short of that attained in the earlier part of the year. 


—The New York Times, 1/25/60 
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What Makes Gertrude Run? 


The Woman Executive in Fact and Fiction 


By Marilyn Mercer 
Condensed from The New York Herald-Tribune 


Tw. FEMALE EXECUTIVE is a 
much speculated-about creature. On 
one hand, she is admired and written 
about, and given “Woman of the 
Year” awards by civic and profession- 
al groups. She is often envied by 
housewives who gave up a good job 
to marry and are having second 
thoughts. 

On the other hand, when Rosalind 
Russell, in the last reel, whips off her 
horn-rimmed glasses, takes the pins 
out of her bun, and falls into the 
arms of her vice president in charge 
of sales, the general feeling is one of 
relief that things have come right at 
last. 

Of the 22 million women in the 
labor force, only a few rise to the top- 
management level. According to an 
estimate made by Fortune magazine 
in 1956, there are 250,000 “real” ex- 
ecutives in the country, and about 
5,000 of these, a mere 2 per cent, are 
women. What are these women like? 

There is one school that pictures 
the woman executive as a neurotic, 
aggressive, masculine type with, to 
put it gently, an unsatisfactory home 
life. Another school, consisting almost 
entirely of well-meaning press agents, 
paints a portrait of a $75,000-a-year 
corporation president rushes 
home after a hard day at the office to 
mend socks, paint the dining room, 


and cook a big dinner for her seven 
children. 

These stereotypes may exist, but 
they're rare. Of the best-known U.S. 
career women, most are married and 
mothers, if not grandmothers. But the 
mechanics of homemaking are some- 
thing else again. Except for a few 
hobby cooks, the top woman execu- 
tive delegates domestic chores. 

Not many other stereotypes apply, 
either. The girl with an office decora- 
ted to suit her personality is unusual, 
as is the fashion plate—except in the 
fashion business. Although Mayor La 
Guardia did once say of Anna Rosen- 
berg that her hats were the silliest- 
looking things he ever saw, most wo- 
men executives dress simply. It is 
possible to find a holy terror type 
here and there, but female personality 
kids usually fare as badly on the way 
up in the corporate structure as do 
their male equivalents “Gloria does a 
good job,” her boss may say, “but she 
just doesn’t get along with people.” 
End of Gloria’s aspirations to the top. 

What motivates them? Margaret 
Kennedy, partner in the Wall Street 
firm of Lubotkin, Regan and Ken- 
nedy, says she carried on because she 
had children to support. Jacqueline 
Cochran, in her autobiography, cites 
her impoverished childhood as a mo- 
tivating force. Other high-echelon 


The New York Herald-Tribune (February 29, 1960), © 1960 by 
The New York Herald-Tribune, Inc. 


APRIL, 1960 


59 


women, who are probably closer to 
the typical, say wonderingly, “I never 
thought of doing anything else.” 

Women in big business are seldom 
paid as much as men. Female presi- 
dents of small companies and vice 
presidents of big ones are mostly in 
the $50,000 to $60,000 category, 
with such notable exceptions as the 
late Dorothy Shaver, who was paid 
$150,000 a year as president of Lord 
& Taylor. However, whatever it is 
that makes Gertrude run, it is gen- 
erally not financial gain. Dr. John 
Huber, a consulting psychologist with 
management consultants Richardson, 
Bellows & Henry, once ran a series of 
tests on a group of women executives. 
All, he reports, tested low on the 
economic factor—they couldn’t care 
less about money. They tested highest 
in political and prestige factors Coffice 
politics and prestige), second highest 
in religious interests—which, in a 
business context, could mean an ideal- 
istic approach to the job. 

Dr. Huber, who also interviewed 
more than 75 women executives in 
depth, makes these off-the-cuff obser- 
vations: “They seem to have unusual 
energy and confidence, and they take 
pleasure in achievement. Still, they 
are all normal, feminine women. 
What allows women to get to the top 
is exactly what allows men. However, 
the woman needs a little extra ability 
to overcome the traditional barrier to 
her sex.” 

On the subject of the femininity 
of the woman executive, Harold 
Schmidhauser, educational director of 
the American Management Associa- 
tion, agrees. Of the 75,000 execu- 
tives that sign up at AMA annually, 
about 300 are female, and Mr. 
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Schmidh>user has observed high- 
echelon ones in his top-management 
courses. 

“The vp’s or better are all very 
feminine women,” he says. “Some are 
married, some aren’t, but no spinster 
types. Their clothes are feminine, but 
conservative. Some of them wear 
hats, but take them off.” 

Are they aggressive? “Anyone at 
this level,” says Mr. Schmidhauser, 
“has to be, shall we say, dynamic. 
But the bullwhipping, strawboss type 
—no. This kind of woman couldn’t 
build up the cooperation an executive 
needs.” 

Mr. Schmidhauser has observed 
that in his courses, after the initial 
ice-breaking, the men accept the one 
or two co-eds with equanimity, and 
he feels that this pattern prevails on 
the top level in business. “You hear 
complaints at the supervisor level 
about working with or for women,” 
he says, “but not at the top, when 
the woman has proved herself.” 

Is it worth it to a woman to take 
on the executive’s burden? “If that’s 
the kind of woman she is, yes,” Mr. 
Schmidhauser says. “There’s no in- 
nate reason why a woman can’t func- 
tion as an executive. It’s a matter of 
conditioning that more don’t. A girl 
is conditioned for the first twenty 
years of her life to be a wife and 
mother, not part of top management. 
Most women don’t really want it.” 

Which recalls an answer to that 
question once given by Stroock presi- 
dent Elsie Murphy: “It’s like the 
story of J. P. Morgan and the yacht. 
If you have to ask how much a yacht 
costs to run, you can’t afford it. If 
you have to ask, should I work—you 
shouldn’t work.” 
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“Mr. Donavan called in—flu; 
Mr. Green called—wife’s sick; 


Miss Wexler—cold; Mr. Bratton—baby kept him 
up all night; Mr. Richards—upset stomach; Mrs. . 


CUTTING THE COST OF 


Chronic Absenteeism 


Condensed from Management Methods 


Ons REASON the common cold is 
so common is that many colds are not 
colds at all—they’re simply excuses 
to stay home. “When employees are 
absent, it does not necessarily mean 
that they are too ill to report, even 
if they tell you they are sick,” says 
Dr. Norman Plummer, medical di- 
rector of the New York Telephone 
Company. 

If not sickness, then, what accounts 
for most employee absence? Here are 
the surprising answers: 

© Healthy business activity. 

© High sickness compensation pay- 
ments. 

© Low employee morale. 

Employees with immature atti- 
tudes toward their jobs. 

The total out-of-pocket cost of ab- 
senteeism to American industry is 
well over $10 billion. This figure ap- 
plies to benefit payments alone; it 


does not take into account the cost 
of lowered productivity. Absenteeism 
can cost the average medium-sized 
company over $60,000 per year. 

Not to be overlooked is what it 
costs the absentee himself. He fre- 
quently loses wages. He may have to 
pay doctor bills that are not covered 
by insurance. In some companies, 
high absenteeism might cost an em- 
ployee his promotion. 

But management can solve the cost- 
ly problem of unnecessary absentee- 
ism. “Usually a fairly small percentage 
of any company’s workforce is re- 
sponsible for the majority of ab- 
sences,” Dr. Plummer says. “For ex- 
ample, studies in one firm showed 
that 20 per cent of the employees ac- 
counted for 68 per cent of the ab- 
senteeism.” 

The typical high-absence indi- 
vidual is a woman. Studies make it 
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clear that women’s absences are 
double—and sometimes up to four 
times—that of men. This is partly 
because women can take advantage of 
light colds, headaches, and _ other 
minor illnesses to stay home, but, be- 
cause of our culture, the same ill- 
nesses do not constitute acceptable 
excuses for men. 

The first step in solving an ab- 
sentee problem is to identify the 
people that make up the small per- 
centage of chronic absentees. One 
way to do this is to have a separate 
attendance form for each employee. 
Somewhere on the form, be sure to 
note the employee’s reason for each 
absence. If it is a medical reason, 
check whether the employee has 
turned in a doctor’s certificate. After 
a year, analyze the data. Chronic ab- 
sentees are likely to show up in two 
ways: (1) They will often be among 
the highest in total number of days 
absent; and (2) they are usually the 
people who are most frequently ab- 
sent regularly, missing one, two, or 
even five days a month. 

These eight actions can go far to 
prevent workers from missing work 
on slight excuses: 

© Require a physician’s certificate 
after an absence of three days. 

© Have a member of the firm tele- 
phone the absentee or his physician. 

® Send a nurse or a company 
representative to visit the absentee at 
home. 

® Send a letter of inquiry to the 
absentee, to be filled out and re- 
turned. 

® See that supervisors make peri- 
odic reports on individual absences to 
personnel and medical offices. 

e Keep the absentee’s time card 
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in the personnel office or medical de- 
partment. If his reasor for absence 
doesn’t stand up when he comes to 
get his card, don’t pay him for the 
time missed. 

Make pre- or post-holiday at- 
tendance a requisite for holiday pay. 

© Give small bonuses or other re- 
wards for good attendance. 

Managers can also use other 
methods to cut the high cost of ab- 
senteeism. Many companies withhold 
pay and benefits from excessively ab- 
sent employees. Some make it clear 
that an employee with a record of 
many absences will not be considered 
for promotion. In many cases, firms 
will not give bonuses, merit pay, or 
pay increases to employees who have 
missed a certain amount of time be- 
cause of minor ailments of one kind 
or another. 

Genuine sickness and injury, cer- 
tainly, cause a certain amount of ab- 
sence. But the greater percentage of 
absences is a direct result of minor, 
but not truly disabling, illnesses Cup- 
set stomachs, headaches, emotional 
disturbances, etc. ). 

One thing that affects the level of 
absence in a company is the state of 
economy. “When times are good and 
jobs are plentiful, the percentage of 
sickness absence rises measurably,” 
says Dr. Plummer. “In the New York 
Telephone Co., we've been keeping 
attendance records since 1923. In 
that year, the percentage of sickness 
absence was about 3 per cent of the 
total work days. By 1933, when jobs 
were scarce because of the depression, 
the percentage of sickness absence 
dropped off to 1% per cent. From 
there it rose to its peak, 6 per cent, 
in 1945, when jobs were easy to get 
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and holding on to one job was not so 
important. During the recession in 
1958, when the job situation got a 
little tighter, the amount of absence 
dropped. That’s why we know that a 
great many absences are more the 
results of a desire to stay home, 
rather than due to sickness and neces- 
sary disabilities.” 

The basic cause of excessive ab- 
sence is a poor attitude on the part 
of the employee. People in repetitive 
jobs tend to be absent more frequent- 
ly than those with a more interesting 
job. That’s because they feel no chal- 
lenge, no individuality. They feel it 
doesn’t make any difference if they 
are absent. 

Today, with higher wage levels, 
the development of company and 
union benefit and welfare plans, new 
state accident and sickness compensa- 
tion laws, and increasing participation 
in voluntary accident and health in- 
surance plans, employees find it is 
easier to stay away from work than in 
times past. 

Of course, there is one action man- 
agers can always take when faced 
with a chronic absentee: They can 
fire him. “But that’s seldom the best 
solution,” claims Dr. Plummer. “The 
key to correcting chronic absenteeism 
is to work from the angle of re- 
habilitation. All management really 
asks is that the employee be on the 
job when he is supposed to be. Tell 
that to the absentee. Make it clear. 
Tell him what he costs the company 
in terms of production slowdowns, in- 
creased workloads for others, and in 
compensation payments. Show him 
in dollars and cents how much it is 
costing him to stay home. Talk to 
him about his problems to discover if 
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he really stays home because he 
doesn’t like his job.” 

Even if most of the absence in your 
company is honestly caused by colds 
and other minor respiratory infec- 
tions, the management actions out- 
lined earlier can cure it. Studies show 
that some individuals are simply more 
susceptible to disability than others. 
Two people might have an equally 
bothersoine cold, yet one will pay no 
attention to it and will report to 
work. The other will let the cold 
disable him. 

“Just as obesity is characteristic of 
some individuals, so is high absence,” 
says Dr. Plummer. “Obesity is a 
curable or preventable disease. People 
can diet. It’s much the same sort of 
situation with high absence. Just as 
a doctor’s warning about heart trouble 
can stimulate obese persons to diet, 
so can management stimulate chronic 
absentees to cut down on their own 
absences.” 

Since excessive absentees will wel- 
come any legitimate excuse to be 
absent, no matter how small, man- 
agers find it pays to discover why an 
employee wants to be absent. 

“When a manager knows the 
underlying reasons why an employee 
is absent much of the time—and the 
chances are that some phase of his 
environmental relationship is making 
the employee unhappy—the manager 
can take positive actions to correct it,” 
says Dr. Plummer. “Our experience 
shows that helping the employee ad- 
just to his surroundings, or chang- 
ing some phase of his job to relieve a 
stress, measurably reduces absence. 
Nothing else pays off so well in terms 
of improved employee health and 
attitude.” @ 
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The Outlook for Corporate Credit 


Money is more expensive today than it was during the 
tight-money squeeze of 1957 — but most companies 
foresee no scarcity of credit and are planning 
no changes in their corporate strategy . . . 


0 Condensed from Business Week 


NE OF MANAGEMENT'S constant 
problems has been the cost and avail- 
ability of industry’s major raw ma- 
terial: money. 

Today, the borrowing of money is 
more expensive than it was even at 
the height of the tight-money squeeze 
in 1957—the prime rate is now 
5 per cent, compared with 4 per cent 
then. Banks h»e more loans on the 
books and appear more reluctant to 
increase their lending. Nevertheless, 
corporations are less worried today 
about credit conditions than they 
were in 1957. They have no fears 
of an actual scarcity of credit. And 
they are prepared to pay even higher 
interest costs than the present ones. 

This relatively calm appraisal of 
the credit outlook emerges from a 
nationwide survey of corporate ex- 
ecutives made recently by Business 
Week. While most corporations are 
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paying the highest interest costs in 
a generation, few executives consider 
this a matter of prime concern. How- 
ever, despite their protestations, many 
admit taking steps they wouldn't 
have taken but for tight money. 

Here is what corporations are say- 
ing about money conditions: 

© More than 90 per cent report 
that tightness of money will not 
change over-all corporate strategy; 
the remainder, ‘mostly smaller com- 
panies, admit that any further 
tightening would pinch very hard. 

® More than 80 per cent report 
that their liquid holdings—cash and 
short-term investments—are satisfac- 
tory. However, many predict a de- 
cline in liquidity as they pay for 
inventories and pay their taxes. 

¢ More than 75 per cent plan to 
increase their inventories in 1960. A 
majority in this group report that 
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they will be making only “normal” 
and moderate increases of 10 per 
cent to 15 per cent. And about half 
will not have to borrow to do so. 

¢ About 60 per cent plan to in- 
crease their expenditures for plant 
and equipment by a modest amount. 
But less than half of these say they 
will do any outside financing. 

e While almost every company 
says it is now paying higher rates on 
borrowings than ever before, corpo- 
rations are not planning to borrow 
now simply to anticipate even higher 
rates. Nor do they talk of borrowing 
for speculative purposes. 

These responses indicate that cor- 
porate credit demand will not get out 
of hand and precipitate a drastic 
credit squeeze this year. Fear of this 
was widespread earlier in the year, 
but the survey makes clear that there 
is no mad rush to rebuild inventories 
that would require heavy borrowings. 

This does not mean that borrow- 
ing rates are likely to go down. Credit 
demand this year should be about 
as strong as it was in 1959, when 
the banks were hard pressed to meet 
corporate calls for loans. If the Fed- 
eral Reserve Bank maintains its pres- 
ent course of keeping credit tight 
but not increasing its restrictiveness, 
the normal seasonal rise in demand 
at tax time may bring some stiffen- 
ing of rates—but not any jump to 
new heights. 

But a combination of increasing 
Federal Reserve pressure and a big 
upsurge in demand could bring about 
a new round of interest rate hikes. 
This does not now appear likely, al- 
though a good many corporations say 
that if sales are better than they 
expect, they will increase their spend- 
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ing—and their borrowing—no matter 
what the cost in interest. 

Most corporation executives have 
no liking for tight money, but they 
have learned to live with it. They 
have increased and expanded their 
credit lines. They are keeping closer 
tabs on their cash positions. They 
have learned to invest surplus cash in 
high-yielding short-term paper, mainly 
91-day Treasury bills. As a result, 
they are much more assured than 
they were during earlier bouts with 
tight money. 

Despite this assurance, and despite 
a minimum of trouble in borrowing, 
companies are finding that tight 
money is having its effect on com- 
pany policy. 

Take inventory policy, for example. 
When interest rates were much 
lower, many companies would take 
a gamble on inventories or even on 
speculative ventures such as_ real 
estate. Now, the high cost of money 
makes such gambles too risky, even 
if the banks were willing to lend all 
the money the companies wanted. 

The survey shows that less than 
10 per cent of the corporations in- 
terviewed plan the kind of big in- 
ventory increases—30 per cent to 
50 per cent—that would require 
heavy borrowing. Only one, a manu- 
facturer of signs and displays, seems 
to be gambling at all; he plans a 50 
per cent increase in inventories be- 
cause he expects a business boom. 
All the others who are budgeting for 
a big rise in inventory spending cite 
specific circumstances, such as new 
government orders already in the 
house or new _ acquisitions and 
mergers. 

The plans of a majority of com- 
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panies to increase inventories only 
moderately seem to have been in- 
fluenced by interest rates. For many 
companies, their budgeting for in- 
ventory appears to be determined by 
their ability to finance themselves. 
Many of them plan to build up their 
inventories without resorting to bank 
credit, and a somewhat smaller group 
hope to borrow less than usual. 

A few companies are already 
overloaded with inventories. For ex- 
ample, a Cleveland metal outfit, 
which started building up its in- 
ventory before the steel strike, says 
it has too much on hand. A Cali- 
fornia maker of electronics is in the 
same fix, and companies in many 
cities report that, in their rush to 
buy goods after the steel strike, they 
have already amassed all the inven- 
tories they need. 

Some companies are proceeding 
cautiously, waiting to see what sales 
will do. A Texas manufactuver of 
oil-industry equipment says he will 
borrow to increase inventories if 
sales rise; at the moment, though, 
his ratio of inventories to sales is 
much lower than in past years. And 
a St. Louis electrical-equipment maker 
says that “better handling of ma- 
terials deliveries” makes it possible to 
get along on smaller inventories. 

A similar pattern seems to prevail 
on capital spending. At one extreme 
are a small number of companies 
that plan big increases, mainly be- 
cause of better business prospects or 
expansion plans; at the other are a 
small number that plan to cut back 
their spending. The majority say they 
will spend at a level somewhat higher 
than they reached in 1959. Most 
companies in this group add that they 
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expect to get by without relying on 
external financing. 

This do-it-yourself financing indi- 
cates that corporations are generating 
more and more funds internally, but 
it is also a sign that business is re- 
luctant to pay the high cost of ex- 
ternal financing, whether in the banks 
or in the capital market. 

Thus, money rates may not be 
crimping business, but they are high 
enough to make businessmen cautious 
and unwilling to increase borrowing 
unless they can see definite profits 
from it. 

This cool and cautious attitude 
may change if sales begin to spurt. 
Corporations will not hesitate to 
spend more and borrow more if it 
appears profitable to do so. Thus, 
there may be a rush on the banks if 
sales start climbing—or if prices rise. 

Then it will be a question of what 
the banks will do. Today, while they 
have funds available for “legitimate 
and _ credit-worthy customers,” the 
banks are looking closely at every loan 
proposal. Some banks say that they 
are cutting down on practically all 
loan demands; others turn down 
everything but virtually risk-free 
short-term loans. As one St. Louis 
banker admits, “We have no room for 
anything but the best types of bor- 
rowers.” 

Bankers feel that the Federal Re- 
serve will provide the reserves to 
take care of seasonal loan demands. 
But if the demand exceeds seasonal 


' surges, rates will have to go up. Ac- 


cording to one New York banker, “It 
looks as if we will be able to get 
through the year without another 
hike in rates. But we can be sur- 
prised—we have been before.” @ 
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KEEPING YOUR 
PRODUCTION 
FACILITIES 
HEALTHY 


Some tips on diagnosing the causes of high 
costs, lagging output, or excessive 
waste on the production line .. . 


Condensed from Steel 


A NEW ENGLAND MANUFACTURER 
lost nearly 30 per cent of his market 
to foreign firms that had built effi- 
cient new plants after World War II. 
A midwestern stamping plant lost 
money on one of its biggest con- 
tracts because its archaic equipment 
couldn’t stand up under three-shift 
operations. 

Both these companies—and count- 
less others—suffer from a common 
industrial ailment: failure to keep 
production facilities up to date. But 
the ailment can be cured, with a 
sound program of equipment replace- 
ment. 

Here are ways to discover old 
equipment that is not paying its way: 

Check unit production costs. Cost 
accounting can tell you exactly how 
much it costs at each stage to make 


each product that leaves your plant. 
When production costs increase at 
any point, find out why immediately. 
It may be an old, inefficient machine. 

Watch maintenance expenses. An 
Ohio sheet metal fabricator recently 
had to place a rush order for a new 
press because the base casting had 
cracked on the old one. Until the 
new press was ready, workers had to 
use machines poorly suited for the 
work—and at overtime pay to meet 
delivery schedules. 

The situation could have been 
avoided. Maintenance records for the 
old press showed that the condition 
which eventually caused the failure 
had been noticed months before the 
breakdown. Had a new press been 
ordered then, little production time 
would have been lost. Perhaps the 
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old press could have been rebuilt; 
instead, it had to be scrapped. 

Along these lines, Timken Roller 
Bearing Co., Canton, Ohio, sets a 
maintenance par for each machine 
and reviews the machine’s mainten- 
ance record regularly. When a ma- 
chine fails to stay under par, the ma- 
chine is analyzed. 

Look into bottlenecks and delivery 
delays. An eastern partmaker dis- 
covered a substantial delay at a final 
finishing operation. The problem was 
solved when an old machine back 
down the line was replaced by a new 
one that made the part and finished 
it in one operation. 

Check excessive idle time. When a 
machine in a line stands idle more 
than it should, it’s possible there’s in- 
efficiency in operations preceding it. 


Investigate rising reject rates. 
Miniaturization, automation, and 


faster assembly all call for closer tol- 
erances and better finishes—at mini- 
mum reject rates. For this reason, 
erratic equipment may have to be 
replaced. 

Watch your scrap generation. 
Alone, it will seldom justify replace- 
ment, but with other factors it can 
tip the scales. 

Watch old age. Older machines 
' have a tough time hitting peak pro- 
ductivity. Analyze every piece of 
equipment when it reaches a specified 


age, or periodically, to make sure it 
is justifying its existence in the shop. 

Miehle Co., Chicago, makes an an- 
nual survey of every production ma- 
chine in its plant. The works man- 
ager, superintendent of production, 
manufacturing engineer, and fore- 
men examine maintenance records, 
production rates, and accuracy. They 
compare performance with what 
could be expected of a new machine. 
If there is a significant gap, a re- 
placement is considered. When Food 
Machinery & Chemical Corp., San 
Jose, Calif., considers a machine for 
replacement, it analyzes similar ma- 
chines of the same age. 

Your own employees are the best 
people to detect aging machinery. 
Their most important tool is a good 
set of records. 

Victory Metal Mfg. Corp., Phila- 
delphia, maintains a file on each 
piece of equipment. Included are a 
description of the equipment, make, 
model, serial number, purchase date, 
vendor, cost, any special features and 
their cost, capacity, spare parts on 
hand, and maintenance and service 
record. Besides helping to determine 
replacement needs, the record is im- 
portant when the firm designs a new 
product. It shows whether the firm . 
has the machinery to produce it or 
whether new equipment must be 


bought. 


QUIET, PLEASE: It pays to cut down on office noise, according to a recent 


survey conducted by the National Office Management Association and 
reported in Business Week. Of the 1,974 companies surveyed, 75 per cent 
have some degree of sound conditioning in their offices. Among these, 43 
per cent report improvement in morale; 29 per cent, in accuracy; 16 per 
cent, in quantity of work done; 4 per cent, in lost time; and 4 per cent, in 


turnover. 
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ECONOMIC INDICATORS. (Superin- 
tendent of Documents, Government 
Printing Office, Washington 25, D.C.), 
February, 1960. 20 cents. Prepared for 
the Joint Economic Committee of 
Congress, this issue compares specific 
areas of the U.S. economy for the full 
year 1959—detailed by month or by 
quarter—with similar detailed data for 
1958 and with annual data for preced- 
ing years. Included in the report are 
figures and charts showing production 
and business activity (industrial pro- 
duction, new construction, sales and 
inventories in manufacturing and trade, 
exports and imports); prices (consumer 
and wholesale); currency, credit, and 
security markets; federal finance; and 
total United States income, output and 
spending. 


ESTABLISHING AN AUTOMATED PLANT. 
By C. G. Nolan and T. J. Murrin. 
Automation (Penton Building, Cleve- 
land 13, Ohio), January, 1960. $1.00. 
Drawing upon their experience in es- 
tablishing a new $20 million distri- 
bution transformer plant for Westing- 
house, the authors discuss policies and 
procedures in planning for the success- 
ful engineering of any automated pro- 
duction facility. The methods discussed, 
illustrated by charts and outlines, in- 
volve establishing objectives, studying 
the economic feasibilities, making speci- 
fications for the physical plant, insuring 
interfunction cooperation, specifying 


BRIEF SUMMARIES 
of other timely articles 


GENERAL 


PRODUCTION 


ALSO RECOMMENDED 


THE UNITED STATES INVENTS A NEW 
WAY TO GROW. Business Week (330 
West 42 Street, New York 36, N.Y.), 
January 23, 1960. Reprints 50 cents. 
This special report on the American 
economy deals with aspects of it that 
are being debated today by businessmen 
and politicians: how fast it is growing; 
its effect on the race between the U.S. 
and Russia; how inflation affects it; and 
how it is affected by investment, taxes, 
wages, and profits. The emphasis, how- 
ever, is on the fundamental impetus for 
economic growth in the U.S.—a sys- 
tematic development of the nation’s 
underlying ideas and skills through re- 
search—and on the incentives for in- 
vestment and innovation on which 
the country’s continuing economic 
growth depends. 


and procuring equipment, analyzing 
materials-handling operations, and select- 
ing and training personnel. 


WHERE IS PURCHASING GOING? By 
Paul V. Farrell. Purchasing (205 East 
42 Street, New York 17, N.Y.), 
January 4, 1960. 75 cents. “Purchas- 
ing is not a service function, but a 
profit-making activity.” This quote ex- 
presses a major difference between the 
old and the new concept of purchasing, 
says the author, who contends that a 
new type of purchasing executive is 
emerging—one who must take the ini- 
tiative in defining the responsibilities 
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required by his expanded buying job. 
To support his belief, the author cites 
the following trends: (1) increasing 
numbers of technically trained person- 
nel are being brought into purchasing; 
(2) value analysis has become a potent 
cost-reduction tool in purchasing; (3) 
management is relying on purchasing 
agents for price forecasts, raw material 
trends, and cost information. 


MAKE RECORD-KEEPING PAINLESS. By 
T. W. Hudson. Chemical Engineering 
(330 West 42 Street, New York 36, 
N.Y.), January 11, 1960. 75 cents. 
Discussing in detail a record system for 


setting up and running a preventive 
maintenance program, this article is 
based on the system developed in Union 
Carbide’s Charleston, W. Va., plant. 
Designed to save money and keep down- 
time at a minimum by revealing basic 
equipment inadequacies and misappli- 
cations, the record system consists of: 
permanent data and repair history 
forms in a central file room; a com- 
mercial instant-copy duplicating machine 
for reproducing the master forms for 
distribution; and temporary equipment 
repair cards for maintenance groups to 
use in reporting type of failure and 
method of repair to the central file. 


INDUSTRIAL RELATIONS 


HOW TO MAKE YOUR SALARY OFFER 
MOST ATTRACTIVE TO COLLEGE MEN. 
By Alton C. Johnson and George B. 
Strother. Personnel Journal (P.O. Box 
239, Swarthmore, Pa.), February, 1960. 
75 cents. Do today’s college graduates 
think first of security in choosing one 
job offer over another? Research con- 
ducted by the authors at the University 
of Wisconsin suggests that they do not; 
actually, a majority of the 140-member 
test group in their study chose the 
“maximum risk” pay deal, placing the 
“maximum security” package fifth among 
six choices of wage packages. Among the 
other findings: 91 per cent of the test 
group said they would be more receptive 
to companies that explained the dollar 
value of fringe benefits; and all market- 
ing majors were for minimum security 
and maximum growth, but only half of 
management and insurance majors felt 
the same way. 


INDUSTRIAL HYGIENISTS—WHO THEY 
ARE, WHAT THEY DO. By George M. 
Wilkening. National Safety News (425 
North Michigan Avenue, Chicago 1, 
Ill.), January, 1960. $1.10. The most 
efficient new machinery is useless if it 
makes employees too sick to use it, 
says the author, as he describes the in- 
dustrial hygienist’s vital function of 
maintaining the health of employees by 
preventing their excessive exposure to 
chemicals and physical agents that may 
endanger them. He describes how the 
industrial hygienist detects, measures, 
evaluates, and finally controls poten- 
tially harmful agents such as toxic air 
pollutants, gases, dusts, aerosols, fumes, 
infrared or ionizing radiation, micro- 
waves, vibration, and noise. Safe equip- 
ment, he maintains, not only reduces 
health problems but also provides a 
greater monetary return on initial in- 
vestment. 


MARKETING 


MARKETING TO THE NEGRO CUS- 
TOMER. By Kenneth M. Reiss. Sales 
Management (630 Third Avenue, New 
York 17, N.Y.), March 4, 1960. 50 
cents. Controversy and emotionalism 
notwithstanding, there is a big Negro 
market (10 per cent of total U.S. popu- 


lation today) and it is growing (23.2 
per cent rise since 1950), according to 
the author, who maintains that it 
demands the attention of every marketer. 
Some significant facts to consider are 
that the Negro population is shifting 
from small agrarian towns to major 
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northern metropolitan areas; as racial 
barriers crumble, the Negro is moving 
into higher-paying jobs; he prefers 
national brand merchandise and older, 
respected stores (his wariness the result 
of past dealings with unscrupulous 
merchants); and he is more receptive 
to advertising via Negro media, rather 
than via mass media. 


A MINIMUM PROGRAM FOR MARKET- 
ING RESEARCH. By J. Wesley Rosberg. 
Industrial Marketing (200 East Illi- 
nois Street, Chicago 11, IIl.), January, 
1960. 50 cents. The minimum re- 
search program for companies selling to 
industry presented in this article in- 
volves ten research projects that a 
company should carry out in order to 
market efficiently. The author points 
out how industrial admen and _ sales 
executives can use the information 
gathered in the ten areas of research: 
sales analysis, potentials research, dis- 
tribution research, customer research, 
new-product research, inquiry research, 


OFFICE MACHINES AND FURNITURE 
STUDY. By Charles E. Ginder. Office 
Executive (97 Old York Road, Willow 
Grove, Pa.), January, 1960. 50 cents. 
More than 1,500 companies in the U.S. 
and Canada were recently surveyed by 
the National Office Management As- 
sociation to find current trends in rental, 
standardization, replacement, deprecia- 
tion, and maintenance policies for office 
equipment and furniture. The results, 
given in this article, provide the office 
manager with a basis for evaluating his 
own company’s practices. It was found 
that companies with formal policies are 
usually consistent, applying them both 
to equipment and furniture (exception: 
20 per cent of the respondents rent 
machines, while oniy 2 per cent rent 
furniture); 58 per cent standardize 
office machines; 51 per cent standardize 
furniture; and 87 per cent carry a 
service agreement for machine mainte- 
nance. 


OFFICE 


ad-readership research, copy pretesting, 
corporate-image research, and merchan- 
dising research. 


WHAT DOES IT COST WHEN YOU 
LEASE AN AUTO FLEET? By A. J. 


Schoen. Management Methods (22 
West Putnam Avenue, Greenwich, 
Conn.), February, 1960. Company- 


owned, salesmen-owned, or leased cars? 
The trend is increasingly toward the 
third alternative, and for good reason, 
the author declares, supporting his con- 
tention with findings from a major 
study recently completed. The most 
important advantage of leasing over 
company ownership, he says, is that it 
conserves working capital; other ad- 
vantages (reported by specific com- 
panies) are: (1) volume buying—cars, 
parts, tires, etc.—by national leasing 
companies effect operating economies 
for the fleet user; (2) executive time 
spent on fleet management is eliminated; 
and (3) transportation costs can be 
budgeted 12 to 24 months in advance. 


NAVY ATTACKS PAPERWORK COSTS 
ON A WORLD-WIDE FRONT. Manage- 
ment and Business Automation (600 
West Jackson Boulevard, Chicago 6, 
Ill.), January, 1960. 75 cents. Source 
Data Automation, a new technique for 
reducing paperwork developed by the 
Navy, converts data into machine 
language at the point of origin, accord- 
ing to this article, which reports that 
the technique has effected reductions of 
50 to 90 per cent in typing time, 75 
per cent in proofreading time, 100 per 
cent in transmission crrors, and 90 per 
cent in processing time. The develop- 
ment of the system is traced from 
initial indoctrination of management 
and operation personnel, through de- 
tailed training of systems analysts and 
installation of the system, to setting up 
a focal point for the collection and 
dissemination of information on the 
latest developments in the SDA equip- 
ment field. 
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PITFALLS OF CASH BASIS FOR EM- 
PLOYEE FUNDS. By John H. Regazzi. 
The Journal of Accountancy (270 
Madison Avenue, New York 16, N.Y.), 
February, 1960. 85 cents. Using two 
exhibits and a table, the author shows 
in this article that financial statements 
of pension and welfare funds may be 
substantially misleading if prepared on 
a cash rather than an accrual basis. He 
maintains that trustees who manage 
such funds—as well as the employers 
and employees who contribute and ex- 
pect to receive benefits—may draw 
seriously erroneous conclusions from 
cash basis statements and that, since 
statistics of such funds will constitute 
an increasingly important part of the 
aggregate figures for the national 


economy, widespread use of the cash 
basis could distort the estimates on 
which 
based. 


important policy decisions are 


CHECKLIST OF BFC PUBLICATIONS. 
Foreign Commerce Weekly (Superin- 
tendent of Documents, U.S. Government 
Printing Office, Washington 25, D. C.), 
January 18, 1960. 15 cents. This 
check list, which describes publications 
issued by the Bureau of Foreign Com- 
merce to promote foreign trade and 
investment, may be used as an order 
form by checking the items wanted and 
filling in the appropriate blanks pro- 
vided. The first part of the check list 
covers Foreign Commerce Weekly, BFC’s 
principal periodical; the annual Com- 
prehensive Export Schedule with sup- 
plementary Current Export Bulletins; 
the series of investment handbooks, by 
country; and other studies on specific 
subjects. A description of BFC’s Trade 
Lists appears on a separate order form, 
and the final section is devoted to the 
World Trade Information Service. 


FINANCE 


FOREIGN OPERATIONS 


INTERDIVISIONAL PRICING. By John 
Dearden. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), 
January/February, 1960. Reprints 
$1.00. A new approach to interdivi- 
sional pricing given in this article will 
help the divisional manager in a de- 
centralized profit-control system solve 
the problem of pricing rules which 
create a conflict between divisional and 
company interests, in the opinion of 
the author. Proceeding from examples 
illustrating inadequate internal pricing 
systems, he describes the methods in- 
volved in his new approach, which en- 
compasses analyzing make-or-buy prob- 
lems; establishing channels of negotia- 
tion between buying and selling divi- 
sions; setting up, maintaining, and 
adjusting interdivisional prices; and 
handling special problems, such as in- 
terdivisional disputes (settled by a top 
executive or staff group). 


HOW TO PLAN YOUR BUSINESS TRIP 
TO EUROPE. By Claire Trieb Slote. 
Management Methods (22 West Put- 
nam Avenue, Greenwich, Conn.), Jan- 
uary, 1960. 50 cents. For the executive 
planning a business trip abroad, the 
author provides a step-by-step guide for 
making preparations in order to get the 
most value at the least cost. The first 
step is to consult the Bureau of Foreign 
Commerce, which, in addition to other 
services, provides information on con- 
sumers, distribution methods, and for- 
eign costs that affect sales prices; next, 
contact the key commercial officer for 
the countries you're visiting (their 
names and addresses are listed for most 
European countries); then learn the lay 
of the land by reading literature 
(available from BFC) on foreign cus- 
toms, traditions, etc.; and finally, attend 
to personal preparations for travel. 
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Can You Trust Your Hunches? 
(Continued from page 9) 


of factual and value characteristics, and many of the value char- 
acteristics are inaccessible to any directly verifiable observation. 
Hence, when value characteristics are artificially omitted, de- 
cisions based solely on quantitative results turn out to be unrealistic 
at best, for they have only a partial picture of the consequences. 

2. An approach to business problems made in terms of severe 
impersonality, detachment, and dispassionateness screens off many 
of the facts to be ascertained. To be sure, objective judgment is 
possible in business, but on condition that everything that makes it 
human is not removed to begin with. 

3. Many of the quantitative techniques that have been intro- 
duced into decision-making procedures attempt to mold the reality 
of a problem situation to fit the framework or pattern dictated by 
the inherent necessities of the technique used. In this way, a real 
problem is often converted into an experientially trivial and mean- 
ingless exercise. 

4. Even in many predominantly factual decision-making situa- 
tions, the parameters and variables involved are of such magnitude 
that no existing quantitative technique or logical method could 
tackle them in their entirety. In such cases, it is obvious that we 
should have the courage to try an intuitive solution. As Chester 
I. Barnard writes in his classic, The Functions of the Executive: 
“The notion that reason can and should always guide what we do 
often produces a deplorable state of mind evidenced by hesitation, 
fear, and lack of initiative. Men become afraid to trust their judg- 
ment, yet they see that they cannot apply reason. I have seen more 
than one partly incapacitated for useful work due to this cause, 
and I believe there are many such cases . . .” 

5. The proponents of the “scientific” techniques contend that 
only by the utilization of quantitative techniques can management 
simplify the process of decision-making to handle the increasing 
complexity and scope of business problems. Yet, it is complex 
problems of broad scope that particularly require the help of intui- 
tive processes. Where a great number of variables are involved and 
the situation is complex, logical reasoning or quantitative tech- 
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niques are often poor tools for effecting the synthesis of all the 
elements in a problem into a coherent whole. The intuitive process, 
on the other hand, has the property of being manifold, and its 
multiplicity enables it to carry out a work of synthesis. 

6. The quantitative techniques that have been introduced into 
business decision-making have mostly come by transfer from engi- 
neering, the physical sciences, and the social sciences. These tech- 
niques were initially developed without even the remotest considera- 
tion of the unique problems in business. It is hardly necessary to 
belabor the questionability of carrying over ready-made techniques 
of nonbusiness phenomena to those of business. 

7. Most of the quantitative techniques are applicable only to 
static situations in which relationships are expressible by formulas. 
The assumption of static conditions in most business problems is 
palpably false. Furthermore, most quantitative techniques confine 
us to the surface play of problem situations—to details at the 
periphery. 

8. In some problem situations, failure to come out with a 
correct answer is due to our inability to view the problem situation 
in proper perspective. We may, for example, be so concerned with 
certain characteristics of the problem that we fail to see others 
that may contain the elements of a better solution. There might 
be connections and segregations in a problem situation that are 
beyond our analytical powers, but that may be divined through 
intuition. Sometimes the intuition may only consist of a vague 
feeling that this alternative is relevant and ‘this is not. But execu- 
tives who are using their trained intuitive hunches know that such 
feelings cannot be ignored with impunity. 


ENDS AND MEANS 


In most areas of contemporary life, the emphasis on facts, objec- 
tivity, logic, and the scientific method is overwhelming to the point 
where any subjective aspect of experience must defend its very 
right to exist. This emphasis has led to a corresponding emphasis 
on techniques, and more concern with methodology than with 
subject matter. Professor John E. Arnold of Stanford University 
was decrying this phenomenon when he stated: “When men be- 
come concerned and overobsessed with the kinds of techniques 
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that they have learned and the facts that they have acquired, they 
soon get to the point where they solve only the problems they can 
solve and fail to see and tackle the problems they should solve.” 
William J. J. Gordon, the head of the Design Invention Group of 
Arthur D. Little, Inc., has also expressed himself forcefully and 
volubly on “the quantification neurosis of 20th-century technology” : 


Unfortunately, some contemporary science channels much of its 
effort toward mere possibility destruction, where for years a corps 
of trained technicians comes into a lab daily from nine to five to 
test an almost infinite number of combinations. This large 
sampling of statistical methodology has captured the confidence 
of research. Certainly hypotheses must be prov ~4, but if we investi- 
gate the history of invention we find that most .:..portant discoveries 
are triggered by sudden insights based on small samples. In fact, 
the genius is that man who can intuit, from the least amount of 
data, a hypothesis covering the greatest number of future observa- 
tions. However, large sampling systems are cautious, safe, and 
consistent with our training since childhood. They are more certain 
of results, particularly in the sense that ten monkeys left long 
enough with ten typewriters will produce Shakespeare. . . . Research 
which is merely the destruction of possibilities contains the 
meagerest kind of creativity. It reflects the over-abstraction of 
advanced technology which is symbolic of fear of the speculative. 
. . . Before important work can be done by man, he must have a 
hypothesis, some kind of radical adventurous unification. Any 
science which is a mere destruction of possibilities is pale and 
passive. 


In psychology and the social sciences, a similar problem exists. 
Dr. Hadley Cantril of Princeton writes: “Many investigators have 
proceeded either without any clear hypothesis or with what they 
call ‘limited hypotheses,’ often so limited that they cannot possibly 
provide a springboard for further emergence. Much of such data 
today is concerned with correlational relationships. The situation 
is such that, to an outside observer reviewing the history of modern 
thought, psychology seems to be merely ‘trying correlation after 
correlation in the hope of stumbling on something significant.’ ” 


TECHNIQUES AND THE MANAGER 

Recently, some noted businessmen have also spoken out against 
the routinization and standardization of procedures that our fas- 
cination with “scientific” techniques has introduced into the organ- 
izational environment. Especially in the areas of executive develop- 
ment and personality testing, executives are giving quantitative 
techniques a hard look. Crawford H. Greenewalt, the president of 
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E. I. du Pont de Nemours & Company, writes in his recent book, 
The Uncommon Man: “There have been a great many efforts to 
devise tests and formulae which would be definitive in gauging 
human capabilities. I am not persuaded that any of them are 
entirely successful. Indeed, we should, I think, take comfort in the 
fact that there are some 1emaining areas of life immune to quanti- 
tative analysis. . . . It seems to me somehow offensive to human 
dignity to rely upon psychological testing bureaus in forming our 
personal judgment.” 

And Moorhead Wright of the General Electric Company, in his 
paper, “Development of Men” (based on G.E.’s million-dollar re- 
search program), reaches essentially the same conclusions: “Much 
of this work in management development—in our company as well 
as in others—has been a sort of procedural approach based on 
printed forms and systems and, it must be admitted, based on in- 
formation which is not too deep or thought-through. . . . It follows 
that we cannot successfully develop people by means of canned, 
cut-and-dried, over-standardized methods. Human development can 
never be an assembly-line or stamping-machine process. There is 
no ‘average man’ to whom you can apply uniformly the same 


method. What is good for one may not be good for another.” 


MEN OR MACHINES? 


The crucial problem today is that man is left out of too many 
things. Living in a welter of techniques, many businessmen have 
lost the adventure, excitement, and savor of conducting business. 
Instead of continuing to routinize, patternize, and mechanize human 
beings, we have to set ourselves the great task of restoring the 
attributes of individuality, wholeness, and autonomy to every 
man—to instill in him a feeling of confidence in his own inner 
authority, his capacity for making real and valid choices. 

Only by putting our faith in the uniqueness and totality of man 
can we chart the way toward a more meaningful life. The alterna- 
tive could very well be the fulfillment of Samuel Butler’s satirical 
prediction about what modern man would become—“a machine's 
contrivance for producing another machine” —or Stephen Spender’s 
picture of the men of the future as so many “mechanical ghosts 
moving in a machine-made society.” 


THE MANAGEMENT REVIEW 


76 


Management Coordination 


(Continued from page 29) 


nates. Hastily concocted policies may be so incomplete or incon- 
sistent with other existing policies that they render such interpre- 
tation difficult. 


Delegations and redelegations of authority must be clear, if man- 
agers are to be accountable for results and completed staff work. 
Overlapping or duplication of authority must be corrected or 
eliminated. 


Communications 


An outmoded communication system introduces barriers that 
hamper coordination. Since coordination involves cutting across mul- 
tiple organizational units, an up-to-date and functional communica- 
tions system is essential. The quality of lateral communication 
among organizational units at a similar echelon of responsibility and 
authority is particularly important. 

It is basic to good coordination that there be adequate and ac- 
curate communication to those who need to be informed or advised. 
But communication does not end with informing and advising. The 
coordinator must see to it that his subordinates understand what is 
communicated, accept it, show the will to carry through with it, and 
collaborate with others to make it effective for all concerned. 


Kinds of Coordination 


A company should recognize the various kinds of coordination 
involved in its business. There is internal coordination—concerned 
with integrating functions, activities, ideas, and people within the 
organization. There is also the external coordination, in which the 
manager is concerned with problems arising from relationships, serv- 
ices, and needs of those outside the organization—suppliers, con- 
tractors, clients and customers, regulatory agencies, the public 
community, and others. In the first type, a manager can often 
undertake the coordination effort somewhat independently; in the 
second, he may have to obtain clearances, approvals, authorizations, 
or assistance from others in the organization. 
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Internal coordination can be further divided into two types. 
Vertical coordination involves the integration of efforts of successive 
levels in the management chain. Delays in reporting, failure to 
comply with requirements and regulations, failure to send up plans 
to be interlocked with the larger plans, inability to meet deadlines, 
making commitments that exceed one’s authority to do so—these 
and other matters call for corrective action that must take place 
_ along vertical lines. 

Integrating the activities within a particular level or echelon— 
horizontal coordination—is somewhat more difficult. This is due to 
the competing interests and specializations of a number of functional 
units on the same level. They do not respond to each other laterally 
as easily as they do to superior authority above. A case in point, 
for example, may be found in a major insurance company, where 
the functions of the actuarial department, underwriting, claims, 
finance, and public relations may enjoy equal status and authority 
at the same organizational level. Or, it may be seen in an industrial 
laboratory engaged in projects requiring an interdisciplinary attack 
on the product problem under investigation — and where the 
branches of physics, engineering, chemistry, and metallurgy have 
comparable authority at a particular level. The wider the area of 
delegation and cooperation, the more difficult the task of horizontal 
coordination. The securing of agreement and unified action is really 
put to the test in this kind of coordination. 


Personnel Relationships 


In the long run, coordination is often a matter of relationships. 
To cultivate such relationships, it is essential that the organization 
attack the important problems of motivating supervisory and man- 
agerial personnel, dealing with professional employees who must 
reconcile the standards and values of their specialized professional 
field with the standards and values of the total organization, and 
understanding the forces that make for better teamwork within the 
organization. 

The personnel system should also make provision for selective 
promotion and placement of managers, diagnosis of unreasonable 
turnover rates among supervisors and manager, flexibility in job 
evaluation, an up-to-date and realistic salary administration pro- 
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gram, management training, and a good procedure for hearing 
appeals and resolving grievances. 


Overfunctionalization 


Coming to grips with the problem of overfunctionalization ‘is 
another essential. The greater the number of parts, the more diffi- 
cult the job of coordinating them into an effective, meaningful 
whole. For overfunctionalization is conducive to bickering and strife 
among organizational units and their managers. It leads to cleavages 
in the organization when employees view their particular field of 
work as an end in itself, rather than as a means to an end in the 
way of over-all corporate goals. 

An overfunctionalized organization finds that its many depart- 
ments tend to operate primarily within their own sphere, rather 
than in terms of the organization as a whole. They become little 
empires, with their own values and their own concepts of success 
and failure. In this kind of environment, the head of each depart- 
ment tries to compete for the ear of the division director and exag- 
gerates the importance and the needs of his particular department. 
The task of the manager in authority over several divisions thus 
becomes difficult because of organizational defects beyond his con- 
trol, especially where he has inherited this proliferation of functional 
departments and excessive specializations. 


TIME-TESTED PRACTICES 


To restore coordination to its rightful and significant place, we 
must return to fundamentals and time-tested practices. We cannot 
merely plan, direct, and hope for controls to disclose the weaknesses 
of the operation. The missing ingredient is execution—and the 
heart of execution is responsible coordination. Business risks are not 
to be taken lightly, and it is disastrous to assume that coordination 
will come by and of itself. 

An early champion of management as an emerging profession, 
Mary Parker Follett, observed: “Every organization has a form, a 
structure—and what the organization does, its unified activity, 
depends not on the constituents alone, but on how these constitu- 
ents are related to each other.” These constituents (divisions, de- 
partments, branches, units, and functions in the structure) do not 
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relate to each other by some natural phenomenon. They are made 
to relate by the alert, sensitive, effective coordinator who provides 
the leadership to bring them into a unified whole. 

. There are four basic guidelines for achieving effective coordina- 
tion: 

e Coordinate in the early stages—before things reach a state of 
imbalance that results in dilution of talent, energy, and re- 
sources. 

Coordinate, whenever possible, by direct contact—face-to-face 
communication for consultation, exchange of views, arriving 
at understanding and agreement. 

Coordinate with the relationship of all features in the situation 
in mind. 

Coordinate as a continuing process. Even the best system has 
its share of imperfections, and the manager must be constantly 
and continually alert to weaknesses and the need to refine, 
improve, reinforce, and strengthen the total work effort. 

These four fundamentals have stood the test of time from the 
early days in which they were professed by the pioneers in the 
science of management. To them we must now add a fifth of more 
recent origin—the importance of participative management. The 
participative involvement of subordinate managers and supervisors 
in understanding objectives, in planning, and in assessing operation- 
al effectiveness is surely a fundamental in coordination. 

The return to fundamentals must include, finally, the recognition 
that, once general agreement has been secured, compliance is ex- 
pected on the part of all concerned. Where indifference or non- 
compliance is disclosed, there should be a mechanism for hearing 
out the man’s viewpoint. But if the agreement remains unchanged 
and the man still persists in his noncompliance, the manager must 
take disciplinary action appropriate to the situation. 

Of course, coordination can also be carried to excess. Overco- 
ordination can at times weaken organizational units and at other 
times create new and more acute problems. Some “coordination 
happy” organizations in the electronics industry, for example, have 
failed because of such overcoordination; no move could be taken, 
decision made, or action generated unless it was cleared with an 
army of coordinators. Overcoordination of this kind can stifle 
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initiative and hinder, rather than aid, the attainment of company 
goals and objectives. 


DEVELOPING EFFECTIVE COORDINATION 


A manager becomes a competent coordinator in several ways: 
through direct experience, through coaching by his boss, through 
formal management development programs, and through his own 
efforts at self-improvement. The art does not come easily, and all 
these training sources should be tapped in developing a competent 
coordinator. 

Among the key measures that can be taken are these: 

e Be sure that the middle manager has a thorough understanding 
of organizational structure, the formal and informal organiza- 
tion, and the fundamentals of coordination. 

Build his self-confidence in handling multiple activities and 
work units so that he does not become unnerved or frustrated. 
Back him up in his coordinative efforts. 

Coach him in more effective ways of communication, and work 
with him in overcoming poor habits and approaches as a 
communicator. 

Stress the importance of “management by objectives” and the 
effectiveness of coordination in providing unified action in 
moving toward objectives. 

Assess the caliber of his staff meetings—how he conducts 
them, the extent to which they are worthwhile and productive, 
and the attitudes generated in his subordinates. 

Insist that he get to the sources of misunderstanding among 
the units under him and that he take positive action in recon- 
ciling differences, in eliminating friction, and in removing 
excessive “red tape” and heel-dragging. 

Hold him accountable for costs, and be firm in insisting that 
he clean house, eliminate duplication and waste, and discour- 
age “little empires” in the organizational units under him. 
Bring him behind the scenes in the development of new or 
changed policies, so that he is equipped to interpret such. 
policies to his subordinates. 

Capitalize to the extent possible on rotational assignments to 
different divisions and departments, to give him a better 
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understanding of the ins and outs of interdepartmental rela- 

tionships. 

e Provide experience, individually or as part of a task force 
team, in trouble-shooting ventures designed to correct faulty 
management situations due to poor coordination. 

e Expose him to formal or informal courses. in management 
controls and the techniques of using them intelligently. 

e Set a good example for him in the art of constructive line- 
staff relationships, since this is crucial to coordinative effort 
in the middle and higher echelons of management. 

e Coach him, repeatedly if necessary, in the significance of 
giving the boss the coordinated reports and findings he needs 
when he needs them, and help him to develop a sharp eye for 
statistics and the interpretation of statistics. 

e Provide opportunity for middle managers to have a hand in 
the revision of the company organizational manual or admin- 
istrative manual—a valuable experience in detecting where 
organizational weaknesses have to be plugged in order to attain 
better coordination among units. 

e Above all, have him work hard at self-development in master- 
ing the art of conferring and consulting with others—for the 
real test of coordination is in the quality of relationships among 

responsible officials. 


A NECESSARY SKILL 


For the company making the transition from a medium-sized 
organization to the big leagues in its industry; for the company 
whose growth requires additional personnel and more numerous 
activities and functions; for the company whose progress depends 
on research and the development of new products; for the company 
whose activities are becoming more highly integrated and auto- 
mated; in short, for any company with a variety of functions or 
activities that contribute to the basic objectives of the corporation, 
coordination is more than a desirable management skill—it is a 
necessity. It is vital for managers to know the fundamentals of 
coordination and to be trained to apply them to the daily operations 
of the company, for the eventual success or failure of the enterprise 
may well depend on the coordinative skill of its executive force.  @ 
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BUSINESS COMES OF AGE: 
The Story of the Committee for 
Economic Development and _ Its 
Impact Upon the Economic Poli- 
cies of the United States, 1942- 
1960. By Karl Schriftgiesser. 
Harper & Brothers, 49 East 33 
Street, New York, 1960. 456 
pages. $4.50. 


Reviewed by Seymour L. Linfield* 


In 1942, the U.S. Department of 
Commerce helped to give birth to an 
organization that, over the next four 
years, chalked up three major achieve- 
ments to its credit: 

1. Organizing, in the midst of a 
world war, almost 3,000 active, local 
committees of employers throughout 
the United States to plan for im- 
mediate post-war production to pre- 
vent a post-war depression. 

2. Overcoming the American Ban- 
kers’ Association’s public, well-organ- 
ized opposition to the Bretton Woods 
proposals, and obtaining its agreement 
to the establishment of the Interna- 
tional Bank for Reconstruction and 
Development, as well as of the Inter- 
national Monetary Fund, as it is 
now known. 

3. Championing the establishment 
of “full employment” as a policy of 


* President, Development Assistance 


Corporation. 
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FOR EXECUTIVES 


the U.S. government, in opposition 
to the views of the National Associa- 
tion of Manufacturers and the U.S. 
Chamber of Commerce. 

This organization was the Com- 
mittee for Economic Development, 
the history of whose first 18 years 
has now been traced in Karl Schrift- 
giesser’s Business Comes of Age. It 
is a lively, well-written study that, 
in view of the widespread ignorance 
of the work of CED, merits reading 
by the general public, as well as by 
the industrial and financial commu- 
nity. 

CED is an employer research or- 
ganization. Its board of trustees con- 
sists of hard-headed businessmen who 
head corporations with present assets 
of over $60 billion. Its views have 
been expressed in close to 50 state- 
ments on national policy, issued by 
its research and policy committee, in 
the fields of employment, monetary 
and fiscal policy, small business, agri- 
culture, and international economic 
policy. 

Business Comes of Age describes 
the stand taken by CED on the basic 
questions of national economic and 
political policy. It elaborates its major 
contribution to economic thinking 
with respect to a stabilizing budgetary 


policy (with emphasis on properly 
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applied deficit financing or surplus 
financing) and a flexible monetary 
policy Cwith emphasis on properly 
applied tight or easy money policies). 
It also indicates some of the influence 
that CED has exercised on post-war 
legislation. 

Mr. Schriftgiesser’s clarity, even in 
his technical economic analysis, is at 
all times sustained. One could wish, 
however, that—in line with the claim 
of his subtitlke—he had probed more 
deeply CED’s impact, particularly 
during the past five years, on the 
domestic economic policies of the 
United States, and that his examina- 
tion and evaluation of CED’s position 
with respect to foreign economic pol- 
icy had been more extensive (fewer 
than 40 pages, not all consecutive, 
are devoted to this topic, though it 
has been the subject of nine National 
Policy Statements). 

This reviewer would also have wel- 
comed some discussion of the actual 
sources of CED financing, as well as 
a treatment of CED’s relations with 
its European counterparts—CEPES 
(La Comité Européen pour le Progrés 
Economique et Sociale), PEP (Poli- 
tical and Economic Planning), and 


SNS (Studieforbundet Naringsliv och 
Samhalle). 

These considerations, however, do 
not basically detract from Mr. Schrift- 
giesser’s contribution. He has suc- 
ceeded in his valuable work in de- 
scribing and clarifying what, in the 
words of the organization’s present 
director of research, might be called . 
the CED process: “If CED’s Research 
and Policy Committee is ever asked 
to summarize in one sentence what 
it has done it can say: ‘We have 
discussed.’ This is not said face- 
tiously or apologetically. . . . To dis- 
cuss is the highest duty of the citizen. 
. . « It is not talk, or brainstorming, 
or selling, or persuasion. It is the 
honest mutual exchange of informa- 
tion and opinion. . . . Discussion is 
only possible among people who are 
prepared to re-examine what they 
believe.” 

The first pages of CED’s history 
have been ably chronicled by Mr. 
Schriftgiesser. Hopefully, major pages 
still remain to be written as the CED 
process continues to be applied to the 
grave problems, both domestic and 
international, that confront our so- 
ciety in the present decade. 
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HOW TO TAKE A CHANCE. By Darrell Huff. W. W. Norton & Company, 
Inc., 55 Fifth Avenue, New York 3, N. Y., 1959. 176 pages. $2.95. A light- 
hearted briefing on the theory of probability. Chapters on how to control 
chance, the strategy of winning, how to look at a statistic, and the mystery 
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SIX LECTURES ON ECONOMIC GROWTH. By Simon Kuznets. The Free 
Press of Glencoe, Ill., 119 West Lake Street, Chicago 1, Ill, 1960. 122 
pages. $3.50. A general account of the major variables significant in analyz- 
ing economic development. The author stresses the quantitative aspects of 
the economic growth of nations and establishes a series of propositions on 
growth patterns based on empirical data derived from a large number of 
countries. 


STATISTICS FOR BUSINESS DECISIONS. By Ernest Kurnow et al. Richard 
D. Irwin, Inc., Homewood, IIl., 1959. 523 pages. $8.70. Some of the topics 
covered in this text are statistical populations, decision-parameters, sample 
selection, probability theory, sampling distributions, risk and uncertainty in 
estimation problems, data flow, and decisions by association. 


EXECUTIVE PUBLIC SPEAKING TECHNIQUES. By Harry Simmons. Chilton 
Company—Book Division, 56th and Chestnut Streets, Philadelphia, Pa., 
1959. 231 pages. $5.00. The author discusses the importance of effective 
public speaking and how executive speaking techniques can develop prestige 
and reputation for a company. He covers public speaking in the field, at 
conventions, and at sales meetings. 


NOTES ON OPERATIONS RESEARCH 1959. Assembled by the Operations 
Research Center, M.I.T. The Technology Press, Massachusetts Institute of 
Technology, Cambridge, Mass., 1959. 256 pages. $4.00. Among the topics 
covered are probability, search, Markov processes, queuing, control processes, 
organization of operations research groups, sequential decision processes, 
reliability and maintenance, and information theory. 


THE LINCOLN LORDS. By Cameron Hawley. Little, Brown and Company, 
34 Beacon Street, Boston, Mass., 1960. 556 pages. $5.00. The story of 
Lincoln Lord, a handsome, likeable, and prepossessing man who has gone 
straight up the ladder of success. By probing into the hero’s marriage, his 
business career, and his “nice guy” personality, the author develops the basic 
theme of the novel: the need in America today for real leaders. 


AN INTRODUCTION TO ECONOMIC REASONING. (Revised Edition.) By 
Marshall A. Robinson et al. The Brookings Institution, 722 Jackson Place, 
Washington, D. C., 1959. 335 pages. $3.00. In this edition, the authors have 
stripped economic analysis to its bare essentials so that the layman who 
wishes to delve into the subject can easily do so. Some of the topics covered 
are competition in our economy, labor and unions, prosperity and depression, 
economic growth, and international economic policy. 


SYMPOSIUM ON BASIC RESEARCH. Sponsored by the National Academy of 
Sciences, the American Association for the Advancement of Science, and the 
Alfred P. Sloan Foundation. Edited by Dael Wolfle. American Association for 
the Advancement of Science, 1515 Massachusetts Avenue, N.W., Washing- 
ton, D.C., 1959. 328 pages. $3.00 (AAAS members, $2.50). A report on a 
symposium held at the Rockefeller Institute, New York City, in May, 1959. 
Among the topics discussed are basic research in the United States, the 
paradox of choice, basic research and the private university, and the support 
of basic research by industry. 
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FIRST SYMPOSIUM ON CORPORATE LONG-RANGE PLANNING: Proceedings 
of the College on Planning. Edited by Paul A. Strassman. The Institute of 
Management Sciences, P.O. Box 273, Pleasantville, N.Y., 1959. 38 pages. 
$1.50 (TIMS members, $1.00). This report on a symposium held in Chicago 
in June, 1959, includes, in addition to a summary of panel and audience 
discussion, a paper on the state of the arts of making plans and using long- 
range plans. 


BUSINESS ENTERPRISE IN ITS SOCIAL SETTING. By Arthur H. Cole. Harvard 
University Press, Cambridge, Mass., 1959. 286 pages. $5.50. The author 
discusses his belief that history, properly examined—especially the relatively 
new field of entrepreneurial history—can help in solving current problems 
relating to the development and growth of total economies. The book in- 
cludes a report on the study of entrepreneurial history, which has been 
carried on at Harvard for a number of years. 


THE UNDIRECTED SOCIETY: Essays on the Human Implications of Indus- 
trialization in Canada. By Geoffrey Vickers. University of Toronto Press, 
Toronto, Canada, 1959. 162 pages. $4.50. A collection of papers presented 
at the conference on man and industry at the University of Toronto from 
1956 to 1958. Among the topics covered are the needs of men, the criteria 
of well-being, and the predicament of the industrial society. 


OPERATIONS RESEARCH: An Annotated Bibliography. (Second edition.) By 
James H. Batchelor. St. Louis University Press, St. Louis, Mo., 1959. 
866 pages. $10.00. This edition, following essentially the same plan as the 
first, extends the list of published literature on operations research to the 
end of 1957. 


NEW ENTERPRISES AND SMALL BUSINESS MANAGEMENT: The Problems of 
Establishing and Operating a Small Business. By Paul Donham and John 
S. Day. Richard D. Irwin, Inc., Homewood, IIl., 1959. 836 pages. $9.00. 
The four parts of this text cover the start of a new enterprise, the acquisition 
of an established enterprise, new enterprise financing, and managing the 
small business. 


PLANNING FOR FREEDOM: The Public Law of American Capitalism. By 
Eugene V. Rostow. Yale University Press; New Haven, Conn., 1959. 437 
pages. $6.00. A discussion of the impact of the “Keynesian Revolution” on 
law and practice in the relations of government and economic life. Based 
on the Cook Lectures delivered by the author at the University of Michigan 
in 1958, the book describes and evaluates the law and practice of monetary 
and fiscal policy, of market organization, and of labor relations as a system 
for achieving full «employment, high levels of growth, and reasonably stable 
prices without altering the property base of modern capitalism. 


PUBLIC RELATIONS: Principles, Cases, and Problems. (Third Edition.) By 
Bertrand R. Canfield. Richard D. Irwin, Inc., Homewood, IIl., 1960. 617 
pages. $9.00. This edition has been completely rewritten and illustrated to 
include recent developments in the rapidly changing field of public relations. 
New and enlarged case histories are included, and a section on international 
public relations has been added. 
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and Dudley J. Cowden. Prentice-Hall, Inc., Englewood Cliffs, N.J., 1960. 
701 pages. $10.00. New information, new discoveries, and new theories and 
techniques in statistical methodology are included in this edition. Among the 
added features are discussions on the distinction between functional and 
regressional relationships and between controlled experiment and sampling 
from an existent population. 


THE ECONOMIC ALMANAC 1960: A Hondbook of Useful Facts about Busi- 
ness, Labor, and Government in the United States and Other Areas. Edited 
by J. Frank Gaston. National Industrial Conference Board, 460 Park Avenue, 
New York, 1960. 673 pages. $5.00. In this edition of the Almanac—the 
fifteenth—all tables have been revised and brought up to date wherever 
possible. Among the new tables are those on capital investment in industry, 
fringe benefits, transfer payments, funds for research and development by 
sector, and long-term productivity ratios of both labor and capital input. 


MANUAL ON THE FOREIGN LICENSE AND TECHNICAL ASSISTANCE AGREE- 
MENT. By Joseph S. Cardinale. Thomas Ashwell & Company, Inc., 20 
Vesey St., New York, 1958. 128 pages. $12.50. A guide and checklist 
covering the various aspects and factors involved in considering and estab- 
lishing a foreign license program and the negotiation, preparation, and servic- 
ing of the contractual arrangements. 


THE BUSINESS CYCLE. By R. C. O. Matthews. The University of Chicago 
Press, Chicago, Ill., 1959. 300 pages. $3.00. After presenting some formal 
models of cyclical phenomena in which changes in investment are the 
dominant force, the author proceeds to modify and refine them by examining 
more closely the components of investment and the way they react on one 
another. Other major economic factors in the trade cycle are also covered: 
consumption, money and finance, the question of the upper and lower turn- 
ing points of cycles, their international aspects, and their relationship to 
long-term trends. 
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ECONOMETRICS: An Introduction to 
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Stefan Valavanis. Edited by Alfred H. 
Conrad. McGraw-Hill Book Co., Inc., 
330 West 42 Strect, N.Y., 1959. 223 
pages. $7.00. 


INTEGRATION AND COMPETITION IN 
THE PETROLEUM INDUSTRY. By Melvin 
G. de Chazeau and Alfred E. Kahn. 
Yale University Press, 143 Elm St., New 
Haven, Conn., 1959. 598 pages. $7.50. 
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(Revised Edition.) By Marvin L. Fair 
and Ernest W. Williams, Jr. Harper & 
Brothers, 49 East 33 Street, N.Y., 1959. 
684 pages. $8.00. 
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OPERATIONS. (Research Series No. 
34.) National Association of Account- 
ants, 505 Park Ave., N.Y. 22, 1959. 52 
pages. $2.00. 
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PACKAGING WITH PLASTICS: A Pro- 
gress Report. American Management As- 
sociation, Inc., New York, 1959. 131 
pages. AMA members, $2.50; non- 
members, $3.75. 


AUTHORITY AND ORGANIZATION IN 
GERMAN MANAGEMENT. By Heinz 
Hartmann. Princeton University Press, 
Princeton, N.J., 1959. 318 pages. 
$6.00. 


THE PUNCHED CARD MACHINE AC- 
COUNTING AND DATA PROCESSING 
SEMI-ANNUAL. (Volume Eight.) Gille 
Associates, Inc., Detroit, Mich., 1959. 
171 pages. $9.00 


PRINCIPLES OF BUSINESS LETTER WRIT- 
ING. By Sally B. Maybury. The Ron- 
ald Press Company, New York, 1959. 
413 pages. $4.50. 


GENERAL CLERICAL PROCEDURES. 
(Third Edition.) By John G. Kirk 
et al. Prentice-Hall, Inc., Englewood 
Cliffs, N.J., 1959. 292 pages. $3.40. 


THE LOCATION OF THE SYNTHETIC- 
FIBER INDUSTRY: A Case Study in Re- 
gional Analysis. By Joseph Airov. The 
Technology Press of The Massachusetts 
Institute of Technology, Cambridge, 
Mass. and John Wiley & Sons, Inc., 
New York, 1959. 203 pages. $9.75. 
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DATE 
April 4-6 


April 4-7 ExPOsITION 


April 11-13 


May 2-4 
FERENCE 


June 1-3 
FERENCE 


29TH NATIONAL PACKAGING 
CONFERENCE AND 


DisTRIBUTION MANAGEMENT 


CONFERENCE 


GENERAL INSURANCE Con- 


SPECIAL MARKETING CON- 


LOCATION 
Convention Hall 
Atlantic City 
Fairmont Hotel 


San Francisco 


Roosevelt Hotel 
New York 


Biltmore Hotel 
New York 


To register or to obtain additional information on any of the conferences listed above, please 
contact Department M4, American Management Association, 1515 Broadway, New York 36, N.Y. 
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CLASSICS IN 
MANAGEMENT 


SELECTIONS FROM THE 
HISTORIC LITERATURE OF MANAGEMENT 


Until now; many of the classics of management have been hidden 
in private collections or scattered in reference libraries. As a result, 
these timeless ideas have been largely unavailable to managers and 
other students of management. 


Yet, these pioneering concepts are the foundation of modern 
management practice. They express the principles that have made 
management a profession and have molded business and industry 
in the western world. 


Every executive should be familiar with this heritage. He can be— 
through CLassics IN MANAGEMENT. This one book offers an absorb- 
ing picture of the development of management theory and practice. 
Each selection was chosen for its inherent interest and enduring 
value. 


CLASSICS IN MANAGEMENT belongs on the shelf of every manager 
who believes that he is a professional worker in a field with a history, 
a heritage, and a future. 


Critical introduction, notes, bibliography 
Clothbinding, 446 pages 
$9.00/AMA members: $6.00 
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@ I! am registered for a forthcoming AMA 
meeting. What arrangements should I make for living 
accommodations? 


A. For meetings at the AMA Academy and for 
summer sessions on the Colgate campus, confirmed regis- 
tration includes reservation of a room. All meals are taken 
in facilities provided by AMA. There is a daily residence 
charge which includes your room and meals, as well as 
local transportation, use of study and recreation facilities, 
and all gratuities. 


In New York City, and at all other locations except the 
Academy and Colgate, registrants are expected to make 
their own hotel reservations. The hotel in which the meet- 
ing is being held sets aside a limited number of rooms 
for the convenience of AMA participants. However, this 
number is frequently not large enough to accommodate 
everyone who wishes to stay at the hotel, and therefore 
early reservation requests are advised. Mention should be 
made of the AMA meeting involved. 


For courses, seminars, and briefing sessions, other than 
those held at the Academy and at Colgate, participants 
must make provision for breakfast and dinner; luncheon 
is provided as a part of the meeting. For AMA confer- 
ences, the program for the particular meeting will indicate 
what meals are included in the registration fee. 


7 If you have any questions about AMA’s program or policies, please submit them to 
AMA’s Member Service Section. All inquiries will be answered promptly. Those ques- 
tions of most general interest will appear in this feature in subsequent issues of The 
Management Review. 


